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Unification of Our Banking System 
Under the Federal Reserve Act 





“The soundest banking system possible for this country should 
embrace in its operations all banks which receive demand deposits 
and discount commercial paper.” 





FIIS statement, contained in an address made by Benjamin 

B. Strong, Governor of the Federal Reserve Bank of New 

York, embodies a principle vital to the success of the Fed- 

eral Reserve Banking System, namely, the unification of the scat- 

tered banks of the country under the leadership of a central organ- 

ization of some kind, without of course interfering either with the 

independence of the banks themselves or limiting their local opera- 

tions more than absolutely necessary on the ground of safety and 
economic efficiency. 

The desirability of such unification is not merely theoretical but 
intensely practical. 

In the first place, we may as well face the fact now as later, 
that the Federal Reserve System will be subjected to attacks. 

These attacks will perhaps not arise from political sources, but 
will originate among the banks not members of the system. This 
statement is supported by historic precedents. 

The first Bank of the United States, whose management from 
a banking standpoint was unassailable, nevertheless succumbed to 
attacks from the source indicated. 

While the methods of the second Bank of the United States 
were the subject of much unfavorable comment, perhaps that in- 
stitution might have survived for a much longer period had not 
the State banks then in existence regarded it with jealousy and 
made war upon it. 


The Federal Reserve Act provides for » banking mechanism 
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very much different from these two examples. But it neverthe- 
less sehen a considerable degree of centralized control over 
banking functions. ‘This may become, in time, the source of much 
hostility upon the part of banks not participating in the benefits 
of the system. However perfect may be the Federal Reserve Act 
in itself, and however carefully administered, the danger from 
this source can be removed only by having the State banks become 
a part of the new system. 

In the address of Governor Strong from which a quotation has 
beers made above, appears this statement: 

“It [the Federal Reserve System] has already erased the word 
‘panic’ from our financial lexicon.” 

While all must hope that this confident prediction may be veri- 
fied, this hope can hardly be a certainty so long as nearly 20,000 
State banks with some twelve billions of deposit credits remain 
outside the Federal Reserve System. 

These 20,000 State banks operate under the diverse laws of 
forty-eight States. Ina number of the States the banking laws and 
the system of supervision leave little to be desired; in others, the 
laws and the supervision are less satisfactory, while in some States 
banking regulation seems to have received little or no attention 
from the Legislature. 

Under the operations of the Federal Reserve System it seems 
quite reasonable to hope that panics due to national bank sus- 
pensions are a thing of the past, for the flexibility of the note is- 
sues now provided for, and the rediscounting privilege accessible 
to all members, practically assure any solvent bank against de- 
mands that will compel suspension. 

But this satisfactory state of affairs extends only to some 
8,000 banks or less, leaving some twenty thousand without this 
protecting shield. 

And as already intimated, the standards of bank regulation in 
some of the States are not such as to warrant confidence. 

Upon the ground of safety. then, than which few things are of 
more primary importance in banking. the unification of the banks 
of the country into a single strong system must be regarded as 
highly desirable. 

Bat pet ‘haps the chief incentive to a unification of our banking 
system lies in the fact that the economic efficiency of the Federal 
Reserve Banking System will be hampered if not altogether de- 
feated without it. 

Lacking a direct relation to some 20,000 of the country’s banks 
with credits aggregating approximately twelve billions of dollars, 
the Federal Reserve Board will find it a matter of extreme diffi- 
culty to regulate the discount rate and to exercise any measurable 














THE BANKERS MAGAZINE 3 


control over the foreign exchanges, or even.to enforce upon the 
banks of the country the degree of caution consistent with sound 
banking policy. 

While the notes issued by Federal Reserve Banks are not avail- 
able as a part of the legal reserves of the national banks, they will 
be so used by the State banks, thus adding to the country’s bank 
reserves another element of credit. With $346,000,000 of Treas- 
ury notes, some $500,000,000 of silver and $700,000,000 of nation- 
al bank notes that may be thus employed, the additional use of 
Federal Reserve Bank notes in the reserves of State banks may 
constitute the final cupful of dilution that will cause gold to flow 
out. 

As the State banks are not members of the Federal Reserve 
System, a sound policy in this respect cannot be required of them 
by the Federal Reserve Board. 

This may prove a serious hindrance to the economic efficiency 
of the system, until the State banks can be brought into it. 

The strength of the English banking system has been due in 
no small degree to the fact that since 1844 the banking credits of 
the country have substantially rested upon gold; and that as a 
matter of fact it has been of no practical consequence (prior to 
the cutbreak of the recent war at least) whether a British joint- 
stock bank held its reserves in gold or Bank of England notes— 
the two being practically identical. 

If the foregoing considerations are correct, it will be seen that 
the objects of bringing practically all the banks of the country 
into one harmonious system are: 

(1) ‘To secure codperation hetween the Federal Reserve 
Banks and all classes of banking institutions. 

(2) ‘To assure greater safety to all banks and consequently 
to their depositors. 

(3) To give to the Federal Reserve Board the necessary 
power over all the credit institutions of the United States so that 
the Board’s regulation of discounts and the foreign exchanges 
may prove effective. 

Perhaps to these three objects should be added a fourth, name- 
ly, that could all the banks of the country be thus brought together 
for codperation for the public welfare, the Federal Reserve Sys- 
term would be less open to political antagonism which it may en- 
counter kecause its privileges are at present limited to a minority 
of the country’s banking institutions. 

The means of bringing about a complete unification of the bank- 
ing systems of the United States may be found in the Federal Re- 
serve Act. particularly in section nineteen prescribing the ratio 
of reserves to be held against time and demand deposits, and in 
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section twenty-four permitting national banks except those in the 
central reserve cities to make loans on farm lands; and in the fur- 
ther provision enrpowering the Federal Reserve Board to endow 
national banks applying therefor with trust company functions 
(section eleven). 

The two provisions which are first cited virtually, though not 
in specific language, set up savings departments in national banks. 
Prior to this enactment. the Comptroller of the Currency had 
ruled that while the National Banking Act did not authorize sav- 
ings departments in national banks it did not prohibit them. But 
there can be no doubt that such authorization now exists in the 
sections cited. 

The very much smaller reserve required against time deposits 
will be an incentive to national banks to segregate their time de- 
posits from those payable on demand; and the authorization to 
make loans on real estate affords a convenient channel for invest- 
ing a portion of such funds. The right to make investments in 
other stocks, bonds and securities is one which the national banks 
have long exercised. 

It may be pointed out that the national banks in agricultural 
communities are now on a parity with State banks in making loans 
on farm lands, thus opening up to them a very large and impor- 
tant source of new business and added profit. 

The Federal Reserve Board is empowered to confer trust com- 
pany functions upon national banks, on request (section eleven). 

If the Board shall take the view that it is the intention of the 
Act freely to grant such powers. and to place the national banks 
in a position to exercise practically the same functions as the or- 
dinary trust company, the national banks will then have the broad 
powers of institutions of deposit and discount. hanks of issue, sav- 
ings banks and trust companies—- all these functions employed un- 
der a single charter bearing the prestige of Federal authority, with 
no additional capital requirement, with substantially the same ex- 
ecutive staff, and calling for but little in the way of additional 
clerical service or equipment of any kind. 

This may result in gradua!ly transferring to the national banks 
some of the $4,000,000.000 of deposits which the Comptroller of 
the Currency reports as being held by State stock and mutual 
savings banks. and also draw into their coffers savings now held 
elsewhere. 

It will likewise attract to the national banks a considerable 
amount of business of a very desirable character in the way of 
trust estates and in handling the various kinds of business now ex- 
clusively transacted by trust companies. This will, in many cases, 
preclude a rival trust company from being set up in a town where 
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at present only national banks exist, and it will likewise permit a 
community to have the advantage of trust company services in 
places where the business would not be sufficient to justify the 
operation of a trust company independently. 

Whatever validity there may have been in the contention that 
the functions of a commercial bank and a trust company were in- 
compatible, falls to the ground in view of the fact that most of the 
trust companies in the United States are commercial banks with 
trust company privileges added. The objections which have been 
urge against the union of these two branches of banking opera- 
tions—or indeed against the three branches where a savings busi- 
ness is included—have heen largely obviated by providing, as some 
of the States have done, for keeping the departments separate. 

The immense growth of trust companies in the United States, 
far surpassing that of any other class of banks in recent years, 
shows the popularity of these institutions and their adaptability to 
the needs of modern business. 

While the national banks have been far outnumbered by those 
operating under State authority, the additional powers which the 
Federal Reserve Act confers upon national banks will enable them 
to perform every banking function and to compete successfully 
with State banks. The latter will therefore find it expedient to 
avail themselves of the advantages which membership in the Fed- 
eral Reserve System offers, thus bringing substantially all our 
banking units into harmonious relations. 

The tendency of State banks to become members of the Fed- 
eral Reserve System might be accelerated by adopting the follow- 
ing course of procedure: 


(1) Compile and disseminate among State banks a complete 
summary of the general advantages such membership affords. 

(2) Promulgate an outline of a system for installing and 
operating savings departments in national banks, under sections 
nineteen and twenty-four of the Federal Reserve Act. 

(3) Announce the readiness of the Board to confer trust com- 
pany functions upon national banks in accordance with the terms 
of the Act. Formulate a system for installing and operating a 
trust company department in national! banks. 

By clothing national banks with the powers and functions of 
savings banks and trust compauies, in addition to the privileges 
they already enjoy, their equipment for carrying on all kinds of 
banking operations. added to the prestige conferred by a national 
charter and membership in the Federal Reserve System, will be so 
superior to that of the State banks that the latter will find it to 
their advantage to seek membership in the system and incorpora- 
tion under Federal law in order to retain their business. 
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(4) Adopt regulations relating to State bank members as lib- 
eral as is compatible with the terms of the law. 

In this connection it may be stated, however, that inasmuch as 
State banks may not join the Federal Reserve System unless they 
possess the capital required for the organization of national banks 
(section nine), this will of itself exclude many State banks—per- 
haps the majority of them—from membership. In States like 
North and South Dakota, Nebraska and Missouri the number of 
State banks having a capital below the minimum prescribed for 
national banks is surprisingly large, perhaps exceeding those hav- 
ing tie required capital. 

It would appear that banks with a capitalization below $25,- 
000 might derive special benefits from the protection which mem- 
bership in the Federal Reserve System aifords, and since many 
of the smaller bank towns do not have sufficient business to war- 
rant a larger capitalization, the question arises whether it would 
not be well to modify this particular provision of the Federal Re- 
serve Act. Until this is done, many of the State banks must re- 
main outside the system. 





OUR DEBT TO GREAT BRITAIN 





ONSIDERABLE aitention has been paid to a statement 
made by David Lloyd George, British Chancellor of the Ex- 
chequer, in the House of Commons, in relation to the amount 

which is “owing” to Great Britain by the United States. The tel- 
egraphic summary of Mr. Lloyd George’s speech attributes to him 
the statement that at the beginning of the European war the 
United States owed Great Britain about $5,000,000.000. “But we 
could do no business,” said the Chancellor. 

It is apparent, as later explained by the Chancellor, that these 
stupendous figures refer to the amount of American bonds and 
stocks held in Great Britain, not to the ordinary obligations due 
at the end of last year. and which probably amounted to not 
more than $300.000,000 at the outside, and which have been large- 
lv cared for either through special arrangements or in the course 
of trade between the two countrics. 

The iong-term American securities which the British investor 
may hold can hardly be regarded as a debt owing to the holder 
until the obligation has matured: at least, it is not owing in the 
sense that payment can either be rightfully demanded or expected. 

Nor are the stocks due at all: they simply represent the pur- 
chaser’s share in the railway or other enterprise into which he has 
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put his money. The risk of a dull market, or of no market at all, 
at least temporarily, is one which every buyer of stocks takes. Had 
our British friends bought potatoes or wheat, instead of bonds and 
stocks, would they look to us for a market in case they had found 
that they had bought more than needed? 

But they may say that when they bought our bonds and stocks, 
it was under the expectation that the free market for them then 
prevailing would be maintained. 

Whether this expectation was justifiable or not, obviously our 
reply would be that we ourselves are not responsible for the condi- 
tions that destroyed the market, and in closing our Stock Ex- 
changes we are only doing what London has done. 

All this may be true enough; but it sounds a great deal like 
quibbling over something which we should face in square, manly, 
American fashion. 

Let our bankers take up seriously the problem of finding 
means to take back our securities as rapidly as Europe desires to 
part with them. It can be done by a proper utilization of our 
banking and credit machinery, and especially by employing all the 
banks of the United States as retail distributors of securities. 

If we show our readiness and ability to buy back our stocks 
and bonds as rapidly as Europe wants to sell them, it will no doubt 
very shortly result in diminishing the anxiety of the European in- 
vestor to get rid of a security that sells when the market for every- 
thing else is closed. 

This is not a time to evade prompt payment of our debts or to 
quibble over them in any way. That is not the method by which 
the credit either of individuals or of nations is built up and sus- 
tained. 





INTERLOCKING DIRECTORATES 





Ace October 15, 1916, it will be unlawful for any person 
to be a director or other officer or employee of more than 

one bank, banking association or trust company organized 
or operating under the laws of the United States, either of which 
has deposits, capital, surplus and undivided profits aggregating 
more than $5,000,000. and no private banker or person who is a di- 
rector in any bank or trust company, organized and operated un- 
der the laws of a State. having deposits, capital, surplus and undi- 
vided profits aggregating more than $5,000,000 shall be eligible to 
be a director in any bank or banking association organized or op- 
erating under the laws of the United States. 
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The only important exception is that directors or other officers 
or employees of a national bank or State institution may be con- 
nected with one other bank or trust company where the entire cap- 
ital stock of one is owned by stockholders in the other. 

If this provision remains unrepealed until the date named, it 
will necessarily lead to a great many changes in bank director- 
ships, especially in the large cities, for several of the banks and 
trust companies have interlocking boards, in whole or in part. 

It is very doubtful whether the evils alleged against this prac- 
tice ever had anything like the huge bulk they were given by the 
anti-trust agitators; and even if they had, there are grave doubts 
whether any substantial remedy is offered by the law quoted. Any 
banker who wants a certain policy carried out can easily arrange 
for a pliant representative on the board of a bank in which a con- 
trolling interest is held. 

The wave of anti-trust agitation is subsiding, and perhaps in 
another two years the law referred to may be modified. In case 
it is not, a great many banks will be deprived of the services of 
some excellent directors. 





COSTLY MACHINERY FOR DOING A SIMPLE 
THING 





HE costly expedient of hunting humming-birds with thirteen- 
inch guns has been adverted to by economists as an extreme 
illustration of the folly of using more force or machinery 

than necessary to accomplish a modest purpose. But this, in the 
estimation of some bankers, was about the course followed in the 
enactment of the Federal Reserve Law. 

If we eliminate from the plans of the authors of the Federal 
Reserve Act the bombastic desire to slay the money trust and to 
set credit free—‘‘springes to catch woodcocks”—the chief pur- 
pose of the new law was to impart a degree of elasticity both to 
currency and credit. 

How easily this might have been done, without a particle of 
the elaborate and costly machinery set up by the Federal Reserve 
Act. 

If the reserve city banks (or even those of the central reserve 
cities) could have issued their credit notes, this necessary element 
of elasticity in the bank-note currency would have been assured. 
Then it would have been possible for the existing reserve city (or 
central reserve city) banks to rediscount for other banks when 


necessary. 
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The bankers of the country whose views on currency and bank- 
ing problems carry any weight know that this statement is true. 

And they also know why legislation of this simple and efficient 
character was sidetracked in favor of something more elaborate, 
but which proved impracticable—the Nationa! Monetary Commis- 
sion plan. 

We very much fear that in this matter, so vital to the country’s 
prosperity, the theorist and doctrinaire had his way and the prac- 
tical man of affairs was shoved aside. 

Now the new scheme is proving so costly that fears are already 
expressed that it will break down of its own weight. 

Here is a part of the elaborate machine: Federal Reserve 
Board, Federal Advisory Council, Federal Reserve Agents, Fed- 
eral Reserve Banks, Governors, Deputy Governors, Chairmen, 
Vice-Chairmen. with experts, clerks and officials, ornamental and 
otherwise. in endless procession-—all entertaining a high estimate 
of the value of their services. 'To house these distinguished gentle- 
men will call for the renting or construction of new and costly 
buildings. 

What is the chief purpose of all this vast outlay? 

To impart just a little “give” to the country’s credit once or 
twice a year and a little more “give” in those crises that from one 
cause or another visit the country occasionally. 

So far as relates to the elasticity imparted to the note issues 
under the Federal Reserve Act, any one who has given the slight- 
est attention to the matter must realize that notes could have been 
just as safely issued without any shipping back and forth of com- 
mercial paper, and that this expense, together with the interest 
charged for the use of notes, is a wholly unnecessary tax upon the 
commerce and industry of the country. And it must be equally 
clear that had the existing reserve city (or central reserve city) 
banks been permitted to issue their credit notes, it would so have 
economized their legal reserves that they could have afforded all 
the rediscount facilities required of them, thus obviating all the 
costly and expensive machinery of the new system. 

Now the fear is already expressed that the Federal Reserve 
Banks are not going to earn net enough to meet their expenses, — 
much less to pay any dividends, because there seems to be little de- 
mand for rediscounts from member banks. Unfortunately, through 
the complications caused by the war, the operations in the foreign 
exchange market, which in ordinary times might offer the Federal 
Reserve Banks a considerable source of profit, are now greatly 
circumscribed. 

While the Federal Reserve System may not “pay” with its 
membership limited to the 7,500 national banks, a very different 
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result would be reached could all the State banks, or the great 
majority of them, be brought into the system. 

That, to-day, seems to be the problem confronting the Federal 
Reserve Board, and the manner in which it is handled may de- 
termine whether or not the new system is to endure. 

It is only fair to state that the Federal Reserve System would 
go far toward justifying itself could substantially all the banks of 
the country be unified under the new system, as pointed out in a 
leading article on a preceding page of this number of THE Maga- 
ZINE, 





THE NEW YEAR 





USTOM has sanctioned the taking stock of the past and. en- 
deavoring, at the beginning of each New Year, to make 
some forecast of the future. Seeing how sadly have been 

disappointed the confident hopes expressed at the beginning of 
1914, one may well question the utility of anything of a prophetic 
character. Of course, things might have gone very much worse 
than they have done—-war, plague and famine might have been 
universal, whereas a considerable part of the earth remained ex- 
empt from these disasters. But the situation is bad enough. 

We can see no wisdom in either an optimistic or a pessimistic 
frame of mind now or at any time. Is it not rather the part of 
wisdom neither to color things with too much of the rosy glow of 
hope nor to darken them with the gloom of despair? Is it not 
wiser, and on the whole better, to see things as they are? 

And thus seeing, there is much in the present situation from 
which no satisfaction can be derived. The four mightiest nations 
of Kurope embroiled in deadly conflict—over no one knows what— 
wasting hundreds of thousands of lives and spending billions of 
wealth piled up by the wearisome toil of labor upon whose already 
burdened back this fresh load must be placed-—what warrant is 
there in this sickening spectacle for indulging in a foolish op- 
timism? Unless peace shall come soon, and in a form assuring 
reasonable permanence, the outlook for the vear 1915 is far from 
bright. 

But there is some ground for comfort, if America firmly re- 
fuses to lose its head while so many other nations are losing theirs. 
If we see that our welfare depends upon the practice of industry 
and thrift and the observance of justice toward all mankind, we 
shall escape the dangers which threaten to engulf the world. 

While the nations of the earth are fighting and destroying 
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property—and, alas! preaching and practising hatred—let us keep 
hard at work raising food to feed the hungry and making clothes 
and providing shelter for those who need them, realizing as far as 
may be the worth of just and kindly relations with all, maintain- 
ing, if we can, in this very dark hour in the world’s history the 
hope that “somehow good will be the final goal of ill.” 


The Field for Government Paper 





By CHARLES A. CONANT, Author of “The Principles of Money © 


and Banking” 





HE present war in Europe prom- 
ises to put to a test again the 
possibilities and the dangers of 

the direct issue of paper money by 
the State. It is not probable, however, 
that the abuse of paper issues will be 
so flagrant as in previous wars—partly 
because the limitations of the field for 
making such issues without disaster 
are much better understood than in 
former times, and partly because other 
and better means of raising money, 
by direct taxation and by short and 
long-term loans, have been placed at 
the command of the State by the 
growth of wealth and the development 
of the mechanism of modern finance. 

Like most questionable measures 
adopted during the evolution of the 
modern economic system, the issue of 
paper money by the State was not 
without its raison d’étre on the ocea- 
sions on which it found favor. The 
issue of paper to circulate as money 
had the advantage in the infancy of 
banking that it permitted borrowing 
from the public without individual in- 
itiative. Where the owner of capital 
was not educated to the point of bring- 
ing it to a bank for the purpose of de- 
posit, he made the loan of his 
capital in fact by accepting a printed 


promise, in lieu of metallic money, in 
exchange for his goods and services. 
In this way the use of paper credit 
and the reputation of individual issuers 
of currency became diffused among the 
public in a manner which could not 
otherwise have been attained. 

It was not surprising that the State, 
witnessing the wonderful achievements 
of paper credit through the mechanism 
of banking, should believe that it could 
in time of need arrogate to itself the 
same almost miraculous power of ex- 
changing printed promises for goods 
and services. It took time to impress 
fully upon the minds of men the wide 
differences between banking credit and 
public credit and the essential limita- 
tions of both. 

The method of obtaining capital by 
the issue of notes proved at first so 
productive that it seemed to present 
unlimited possibilities. Experience has 
shown, however, that the need for any 
form of currency is limited substan- 
tially to the amount required to carry 
on the exchange of commodities and 
that if the amount is unduly increased, 
it ceases to be attractive either as a 
medium of exchange or as a store of 
value. Hence arise efforts to get rid 
of it by deposit, by loans made in 
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currency, which soon returns to the 
lenders, and by the exportation of the 
net surplus of currency in the only 
form in which it is acceptable abroad— 
gold coin or bullion. Then ensue im- 
pairment of the gold stock, suspension 
of specie redemption, depreciation of 
the currency, and the manifold un- 
certainties and evils which deprecia- 
tion invokes. 

In behalf of the issue of government 
paper in moderation, the arguments 
may be made that the stamp of the 
Government sometimes carries a great- 
er assurance of security to the public 
than the stamp of a private corpora- 
tion; that the Government is entitled 
to at least a part of the profits aris- 
ing from the issue of paper upon 
which it confers the quality of a legal 
tender for debt; and that the em- 
ployment of public credit in this man- 
ner tends to aid in familiarizing the 
public with the interest-bearing obliga- 
tions of the Government. 

The value of the Government stamp 
upon currency as a guarantee of its 
value has gained in importance in 
modern times, as Governments have ke- 
come more scrupulous in fulfilling their 
obligations. The State is naturally the 
economic entity which is best known 
to the mass of its citizens or subjects 
and it commands a respect, often be- 
yond its deserts, in the matter of its 
ability and willingness to fulfill its 
financial obligations. Hence it has 
come about that the public debts of 
the most advanced civilized States 
have been generally quoted on the stock 
exchanges’ at a higher price and a 
smaller interest return than the obliga- 
tions of the strongest private corpora- 
tions. This rule has been applicable, 
however, only to those States which 
have large resources and which have 
shown a scrupulous regard for their 
obligations. The confidence felt in 
their ability and intent to fulfill their 
long-term contracts has been easily 
extended in the popular mind to their 
paper currency. While this confidence 
has not been always fully justitied, 
the wide notoriety of the name and 
credit of the State has made it a useful 
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resource in periods of crisis, when 
private and less known credit has been 
called in question. Hence, the use- 
fulness of State issues of notes when 
other forms of currency are hoarded, 
when they fall under distrust, or when 
the issue of adequate amounts is ham- 
pered by restrictive banking laws. 


& 


WHERE free coinage of the stand- 
ard metal prevails, alongside a 
sound banking system, the Government 
does not undertake to regulate the 
quantity of either the standard money 
or the paper currency. It simply pro- 
vides by proper banking laws that the 
bank notes which are made legal tender 
by law shall conform to certain re- 
quirements as to uniformity, safety 
and public convenience.* The Govern- 
ment goes much further in the direc- 
tion of controlling the supply of money 
when it issues directly paper promises 
of its own. Experience has shown 
that there is no authority in the State 
competent to determine arbitrarily the 
total amount of money required by the 
needs of business, but that it can be 
determined in the case of a bank-note 
currency, almost automatically, by the 
ebb and flow of banking operations. 
Notwithstanding this serious objection 
to the issue of the entire paper cur- 
rency by the Government, the Gov- 
ernment may be able to appropriate the 
profit derived from the circulation of 
paper, within certain narrow limits. 
These limits, as will be hereafter point- 
ed out, are determined by the consid- 
erations that the Government restricts 
its issues to amounts which can be 
readily absorbed in the circulation; 
that it issues only the sub-stratum of 
the circulation, leaving the issue of the 
elastic element to the banks; and that 
such issues are confined to small de- 
nominations. 
The first issues of bank notes which 
were made as instruments of credit 


*For more complete development of this point, 
see the present writer’s “Principles of Money 
and Banking,” New York, Harper & Bros., Vol. 
II, pp. 24-26. 
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were based upon the soundness and 
good faith of the issuers, without reg- 
ulation by the Government. Such in- 
struments obviously could not be made 
an obligatory tender for debt. When 
the State intervened and declared that 
notes issued under certain conditions 
should be legal tender, it granted a 
privilege for which it might reasonably 
claim compensation. When it took the 
additional step, which has been taken 
during the past half century in prac- 
tically every European country, of re- 
stricting the right to issue bank notes 
to a single institution—thereby creat- 
ing a monopoly of the right of note is- 
sue—it was in a position to claim addi- 
tional compensation for the franchise 
as well as protection for the public 
against the misuse of such a monopoly. 


& 


HATEVER charges may be im- 
posed by way of franchise taxes 
or participation of the public treasury 
in the profits of banks of issue, rest, 
therefore, upon these principles—that 
(so far as they are not taxes imposed 
in common upon all property) they 
are levied by way of compensation to 
the State for the grant of the two 
privileges of the legal tender quality of 
the bank note and the monopoly of its 
issue. Monetary experience has shown 
that this manner of obtaining com- 
pensation for the monopoly of issuing 
paper currency is much less opposed to 
sound monetary principles than the at- 
tempt of the State to benefit by direct 
use of the power of creating the tools 
of circulation. Upon the right to as- 
cribe to the State some compensation 
for such privileges, however, rests in 
large measure the justification of the 
issue of Government paper. It is 
upon this principle that such issues, 
within narrow limits of amount, have 
been sanctioned in comparatively con- 
servative States, like Canada and Brit- 
ish India. 
In Canada, a moderate amount of 
Dominion notes, issued by the Gov- 
ernment, has been in circulation since 
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1866. By a law of 1880, it was pro- 
vided that $20,000,000 in such notes 
should be issued under the protection 
of a gold reserve of twenty-five per 
cent., and that any amount might be 
issued in addition, if fully covered by 
gold.* The limit of issues only part- 
ly covered was increased in 1903 to 
$30,000,000 and under the impulse of 
the European war to $50,000,000. The 


latter measure, which received the 
Royal assent on August 22, 1914, 
raised the amount of notes which 


might be issued at once to the credit 
of the Canadian Treasury by #15,- 
000,000 and made the total amount 
based only on the credit of the Do- 
minion Government $37,500,000. Un- 
der the provision for additional issues 
fully covered by gold, the amount of 
Dominion notes in circulation is much 
in excess of the credit portion, the 
banks alone having in their tills on 
August 30, 1914, an amount of 
$93,306,847. 

A forced market for the absorption 
of Dominion notes was created in the 
law providing for their issue, by the 
requirement that the reserves of the 
Canadian banks should consist of such 
notes in the proportion of not less than 
forty per cent. It was also provided 
that any bank making payments in cur- 
rency should, if desired by the payee, 
pay any sum up to $50 in Dominion 
notes for $1 and $2+ Notwithstand- 
ing these safeguards against present- 
ment of the notes for redemption in 
excessive amounts, it was thought pru- 
dent by the war legislation of 1914 to 
suspend obligatory redemption in gold. 
This step did not visibly affect the ac- 
veptability of the notes in domestic 
transactions, but compelled the banks 
to cal] loans in New York and London, 
in order to strengthen their exchange 
funds. The cpinion was expressed in 
banking circles that if strong represen- 





*R. M. Breckenridge, “The History of Bank- 
ing in Canada,” National Monetary Commis- 
sion, 1910, 61st Congress, 2d Session, Senate 
Document No. 332, pp. 105-107. It is declared 
by Mr. Breckenridge that no serious practical 
inconvenience has been caused by this system, 
“while the Treasury has gained considerably 
from the privilege of providing the small notes 
needed by the country at only nominal cost.” 


tBreckenridge, p. 122. 
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tations were made by the bankers to 
the Minister of Finance, he would at 
any time release a certain amount of 
gold; but the banks preferred to hus- 
band the national gold stock by call- 
ing in a portion of their foreign 
loans.* 

In British India, the Government 
circulation has consisted substantially 
of the issue of paper certificates for 
the standard silver coins to the amount 
that the public preferred paper to coin. 
The total circulation of British India 
is estimated at about 1,800,000,000 
rupees ($584,000,000). That portion 
of the issue which is covered by the 
deposit of silver rupees can hardly 
be regarded as Government paper 
money in the strict sense of the term. 
The Government early discovered, how- 
ever, that a sub-stratum of these issues 
could be safely based upon credit. The 
power to issue bank notes was with- 
drawn in 1861 from the three presi- 
dency banks of Bengal, Bombay and 
Madras, and a paper currency was es- 
tablished under Government super- 
vision, upon a basis similar to Bank 
of England notes. The amount of the 
reserve which might be invested in se- 
curities was fixed, in 1861, at 40,000,- 
000 rupees ($18,000,000), but was in- 
creased by successive stages of 20,000,- 
000 rupees in 1871, 1890, 1896, 1905 
and 1911, when it was fixed at 140,000,- 
000 rupees (245,850,000). The minimum 
denomination, first fixed at ten rupees 
($8.25), was reduced in 1871 to five 
The 


rupees ($1.6214). notes are 
legal tender, and are redeemable di- 
rectly only in silver rupees. By an 


act of 1898, the issue of notes on the 
security of gold deposited in England 
was authorized up to July 21st, 1900, 
and this provision was afterwards ex- 
tended in scope and made permanent. 
Under an act of 1905, full power was 
given to the Government to hold the 
metallic portion of the reserve, or any 
part of it, in its discretion, either in 
London or in India, in gold coin or 
bullion, or in rupees or silver bullion, 
subject only to the limitation that all 
coined rupees must be kept in India.+ 

The element of conservatism in the 


issue of paper, which has marked the 
policies of Canada and British India, 
is a smaller factor in the recent Gov- 
ernment issue created for Australia. 
The Australian banking system suf- 
fered, before the union of the different 
provinces, from lack of uniformity of 
regulation. It was also threatened by 
the tendency to State socialism, which 
took form in 1910 in a law providing 
for the substitution of a Government 
note issue for the circulation of the 
banks. The law provided that six 
months after its passage, the issue of 
notes by the separate States should be 
prohibited and that future issues by in- 
corporated banks should be subject to 
a heavy tax. The Federal Minister of 
Finance was charged with the issue, 
retirement and general management of 
the new note issue, which was made 
legal tender throughout the Australian 
States. The notes are redeemable in 
gold at the capital, and are protected 
by a reserve of twenty-five per cent., 
up to the amount of £7,000,000, be- 
yond which amount they are fully 
covered by gold. The Minister of 
Finance is authorized to employ the 
proceeds of the note issue to strengthen 
the gold reserve, to buy Government 
securities, or to make deposits in the 
banks. He is authorized to issue 
Treasury four per cent. bonds for a 
term not exceeding five years, if neces- 
sary to protect the notes. A leaf is 
taken from the Canadian law to com- 
pel the banks to use the notes, by the 
provision that they shall make twenty- 
five per cent. of their disbursements in 
federal notes upon the request of 
clients. t 

The minimum denomination of the 
Government notes is ten shillings 
($2.44), with issues also for one, two, 
five and ten pounds, and multiples of 
£10. The minimum denomination of 
bank notes before the law of 1910 was 
£1, and it will be interesting to ob- 
serve how far the new Government 





*Montreal despatch in New York Journal of 
Commerce, September 29, 1914 : 


sean, “Indian Currency anit Finance,"’ p. 


tLévy, 
pp. 312-1 


d’'Emission et Trésors Publics, 
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notes for ten shillings will tend to 
drive from circulation the large amount 
of gold coin in the country, which was 
estimated to be $199,100,000. or $46.30 
per capita, at the close of 1910. Al- 
ready, however, the bulk of this gold 
was held in the banks, the amount in 
circulation being computed at only 
about $3.40 per capita.* The issue 
of notes, even before the law of 1910, 
played but a small part in Australian 
banking, amounting in 1909 to only 
three per cent. of deposits and the 
specie held being about eight times the 
circulation. 


& 


HE determination whether Gov- 

ernment issues of paper are sound 
or unsound, turns substantially upon 
the question, whether they circulate 
without distrust on an equality with the 
standard metal or whether they be- 
come themselves the standard of value 
or threaten to become so. It has been 
established by modern experience that 
so long as the medium of exchange is 
kept at parity with the standard of 
value, it need not be composed of the 
metal which constitutes the standard. 
It may be only a token, if it is con- 
vertible into the standard. Even Gov- 
ernment paper which is not directly 
convertible may obtain general accepta- 
bility as a means of carrying on ex- 
changes, provided that contracts and 
larger transactions are fulfilled.in the 
metallic standard or in instruments of 
credit which are convertible into the 
standard. 

Government paper in such cases, es- 
pecially when confined to small de- 
nominations, serves the purpose of a 
counter or ticket, certifying that the 
holder has parted with goods or ren- 
dered services of the nominal value set 
forth on the ticket. The successful 
use of token currency of this kind, 
within narrow limits, has encouraged 
the fallacy that such counters could be 
employed as certificates of exchange 
for all commodities and services. It 
is not necessary here to point out the 
fallacy of this doctrine, but only to 
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emphasize the fact that the person 
who sells goods or renders services 
must have the assurance that the in- 
struments of credit which he receives 
are convertible into an article of gen- 
eral exchangeability—in other words, 
in advanced commercial nations, into 
gold, which constitutes the metallic 
standard.t+ 

Within the narrow limits of the de- 
mand for currency for small transac- 
tions, however, use has often been 
found for limited amounts of paper 
currency issued by the State, and even 
for considerable amounts, when retail 
transactions are hampered by crises in 
the field of credit. In order that such 
currency may retain its normal value, 
it must be subject to one or the other 
of two conditions—there must be com- 
plete absorption in circulation of the 
amount issued, or there must be prac- 
tical redemption in the standard metal. 
So long as Government notes are in 
demand for carrying on retail ex- 
changes, the question of their direct 
redeemability in the standard is of 
minor importance, because indirect re- 
demption occurs through their receipt 
by the Government for public dues and 
their acceptance at the banks at par 
with bank notes, which are redeemable 
in the standard. 

The sudden enlargement of the de- 
mand for notes which occurs in a period 
of crisis, is usually due to the collapse 
of other forms of credit, and the con- 
sequent hoarding of currency of the 
usual types. That such hoarding is 
not due primarily to the intrinsic value 
of the thing hoarded is indicated by 
the fact that token currency is hoard- 
ed indiscriminately with currency of 
full metallic value. This was peculiar- 
ly noticeable in the United States in 
the crisis of 1893, when the fear ex- 
isted that the country might descend 
to the silver standard. Silver certifi- 
cates, although redeemable only in 
silver dollars worth about sixty per cent. 





*Annual Report of the Director of the Mint 
(United States) for 1911, pp. 44-45. 

*For further discussion of this subject, vide 
the writer’s, a “Principles of Money and Bank- 
ing,” Book VI, ch. VII. 
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of their legal parity, were in the same 
demand, and were sold at the same 
premium to those who desired cur- 
rency, as were United States notes or 
gold certificates.* A like phenomenon 
occurred in France at the outbreak 
of the recent war in Europe, when 
silver five-franc pieces and the token 
coins of one franc and two francs dis- 
appeared from circulation in the same 
manner as gold, although the value of 
the coins as silver bullion was only 
about thirty-five per cent. of their 
face value. 

The underlying reason for the 
hoarding of coins of this sort is the 
fact that they represent exchangeabil- 
ity for commodities and services at the 
same rates as gold coins. The persons 
hoarding the silver coins do not look 
so far ahead as the possible failure of 
the Government to maintain the gold 
standard, and the consequent deprecia- 
tion of the silver coins to a fraction 
of their gold value, but simply consid- 
er the fact that if debts due to them 
are not paid promptly and the banks 
do not honor checks and drafts for 
their full amount, it will be desirable 
to have cash on hand obtained from 
other sources. Their immediate need 
is for a means for carrying on ex- 
changes, even if such means lack the 
substantial guarantees of the gold coin- 
age or of notes redeemable in gold. 
Hence, the ready acceptance of the 
notes for five francs and twenty francs, 
which were promptly put in circula- 
tion by the Bank of France. 

It was the similar phenomena of 
the suspension or ordinary forms of 
credit which, at the outbreak of the 
war in Europe, caused the ready ac- 
ceptance of new paper issues in Great 
Britain, Italy and the Netherlands. In 
Great Britain, it was very clear that 
the disappearance from circulation of 
gold and silver coins was due chiefly 
to the suspension of other forms of 
credit and the necessity for having in 
hand something which was generally 
exchangeable. The smallest note of 








*Vide Noyes, “Forty Years of American Fi- 
nance,” pp. 190-96. 


the Bank of England was for £5 
($24.44) and the disappearance of 
gold sovereigns and half sovereigns 
left the country practically without a 
medium for carrying on small trans- 
actions. The necessity for an immedi- 
ate remedy led the Government to 
issue about £27,000,000 in notes for 
£1 and ten shillings. These notes. 
were advanced by the British Govern- 
ment through the Bank of England to 
joint stock banks and other bankers, 
which were able to put them in circu- 
lation by payment to depositors and 
in other current transactions. The 
Government endeavored to give the 
stamp of safety to these notes by set- 
ting aside Government securities, and 
paying in certain amounts in cash to 
the Bank of England. The new notes 
were made legal tender, and at first 
no direct provision was made for their 
redemption in gold. Early in Septem: 
ber, however, the gold resources of the 
Bank of England had been so strength- 
ened that it felt able to set aside, to 
the credit of the Government, a fund 
of £8,000,000 in gold, which was soon 
increased to £8,500,000 and which, it 
was announced, would be employed in 
changing the notes for gold at the 


‘ bank counters. 


An important check was imposed up- 
on excess issues of notes by the provis- 
ion that they should be “treated as 
an advance by the Treasury, bearing 
interest from day to day at the cur- 
rent Bank of England rate, the secu- 
rity for the Treasury advance consist- 
ing of a floating charge on the assets. 
of the bank up to the amount of the 
notes issued.” The amount advanced 
to bankers was limited to twenty per 
cent. of their deposit liabilities. The 
banks were permitted to repay any 
part of the advance at any time to the 
Bank of England, and amounts thus: 
repaid are applied by the bank to the 
cancellation of emergency notes in hand 
or are held against those which may 
come in. A significant feature of the plan 
was the advance of considerable sums 
to the savings banks, the statement of 
September 16, 1914, showing advances. 
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to the postal savings banks of £2,250,- 
000 and to the trustee savings banks of 
£1,350,000.* 

The action of the Government of 
the Netherlands and the Government 
of Italy in this emergency was of a 
similar character. In the Netherlands, 
the public made demands upon the 
National Bank for silver in exchange 
for paper, partly because silver was 
hearded to some extent and the low- 
est denomination of currency avail- 
able in paper was ten florins ($4.02). 
In order to meet the demand for small 
change, the Government issued paper 
called “‘silverbons,’ of the denomina- 
tion of one florin (40.2 cents) two and 
ove-half florins ($1.0014) and five 
florins ($2.01). These notes were de- 
clared legal tender, were issued to the 
amount of about 15,000,000 florins, 
and were made exchangeable for silver 
only at a date to be fixed in the future. 
The mints were set at work at the 
same time in coining silver as rapidly 
as possible, and the municipalities of 
Amsterdam and Rotterdam issued their 
own “bonds,” pending the completion 
of the Government notes. These mu- 
nicipal issues, however, were made only 
against deposits of ordinary bank notes 
and were soon retired.+ In Italy, the 
Government authorized the issue of new 
State notes of denominations of one, 
two. five and ten lire ($1.98) covered 
in part by silver currency in the Treas- 


ury.{ 
& 


HERE issues of Government pa- 

per form only a limited part of 
the circulation, a certain degree of im- 
munity from their presentment for re- 
demption in gold is obtained by split- 
ting up the issues into small denomi- 
nations. This can be carried out only 
to the extent, of course, that such de- 
nominations fulfill a useful function; 
and this appears to have been the 
character of most of the issues made 
at the outbreak of the European war. 
Thus, it was declared of the notes issued 
by the government of the Netherlands, 
“These ‘bons’ are really ‘fiat’ money, 


but one demanded by the public, and 
not forced upon them.’’§ 


@ 


"THE theory prevailed in the early 

history of banking that the issue of 
notes should be confined to large de- 
nominations, because they might be- 
come, in the hands of a numerous body 
of small and ignorant holders, a men- 
ace to the reserves of the banks or 
the Government. This view was per- 
haps encouraged by the rapid deprecia- 
tion of the assignats issued during the 
French Revolution, which, after they 
ceased to bear interest, were gradually 
reduced from a minimum of fifty livres 
to twenty-five livres, five livres, and 
finally to small fractions of a livre. 
But the issue was not made in the be- 
ginning upon a sound basis and the 
amounts soon became as excessive in 
the lower denominations as they had 
been at first in the higher. By a 
decree of May 6, 1891, an issue of 
5,000,000 livres in denominations of 
1,000 and 2,000 livres was converted 
into notes for five livres. This was 
orly an incident in the steady outpour 
of paper which has afforded a warning 
for all time to come of the dangers and 
costs of excessive and unsound paper 
issnes. 

It is not surprising, in view of these 
experiences, that the early statutes of 
the Bank of France limited the de- 
nomination of notes to a minimum of 
500 francs (#96.50),|| and that the 
Bank of England was authorized to 
issue notes for £1 ($4.88) and £2 
only upon the suspension of specie 
payments in 1797. Later experience 
has tended, however, to demonstrate 
the contrary view—that notes for small 
denominations become so widely dif- 








*Wall Street Journal, October 1, 1914. 

+London Economist, September 12, 1914, Vol. 
LXXIX, p. 457. 

tNew York Evening Post, September 25, 1914. 

§London Economist, September 12, 1914, Vol. 
LXXIX, p. 457 

qCf. La Monnaie et le Papier-Monnaie, Com- 
mission de Recherche et de Publication des 
Documents relatif a la vie Economique de la 
Revolution, Paris, 1912, p. 17. 

\|Laborie, Paris sous Napoleon; Le Monde des 
Affaires, p 153. 
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fused among so great a number of 
holders, and are so necessary for car- 
rying on retail trade, that they are not 
so likely to be presented for redemp- 
tion as notes for large denominations. 
It is not ordinarily the man who has a 
dollar or two who studies narrowly 
its relation to the gold stock of the 
country, but the large dealer in money 
and especially the dealer in foreign 
exchange and in coin and bullion. They 
find greater difficulty and incur greater 
cost in gathering together considerable 
amounts in small notes than in those 
of large denominations. This modern 
view was vigorously expressed by M. 
Ribot in the debates on the renewal of 
the charter of the Bank of France in 
1897, in these terms :* 

“It has been demonstrated, much to 
the astonishment of the economists and 
financiers of the old school, that it is 
the small denominations—those little 
notes of which they have such an in- 
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certificates, in 1886, from $10 to $1 
and issuing certificates also for $2 
and $5. Within less than three years, 
on June 80, 1889, the amount in silver 
certificates in denominations below $10 
reached $133,725,376, or more than half 
of the total of $262,629,746 outstand- 
ing.+ By similar legislation at later 
dates, United States notes also ceased 
to press upon the gold reserve estab- 
lished by the Act of March 14, 1900, as 
it became possible to distribute them 
widely in small denominations. As a 
result, they have hardly been used at 
all to draw gold from the Treasury 
during the recent period of stress, and 
the weapon almost solely employed has 
been the gold certificates, of which the 
bulk are in large denominations. The 
manner in which both silver certifi- 
cates and United States notes have 
been thus rendered harmless by being 
cut up into small notes is shown in the 
following table: 


DENOMINATIONS OF U. S. PAPER ISSUES 
June 30, 1914 





Silver 
Denomination U. S. Notes Certificates Together 
RO ey ee = $206,187,173 $452,957,129 $659,144,302 
WE MD na cen bcarccessesedtessiwcsas 93,753,256 20,993,971 114,747,227 
ONE TU GIB nob eis ccdiceevisecings 46,740,587 16,898,900 63,639,487 
MONE bh chacceesiditesevervisaaexvesne $346,681,016 $490,850,000 $837,531 ,016 
stinctive horror, and which they believe These figures show that nearly 


so menacing to the security of the bank 
—which are the best distributed 
throughout the circulation and _ those 
whose holders demand payment the 
least when a crisis looms on the 
horizon.” 
Striking evidence of the soundness 
of these views is afforded by the mon- 
etary history of the United States, 
where the problem of protecting the 
gold reserve of the Government has 
several times been made easier of solu- 
tion by reducing notes of inferior 
quality to small denominations and 
diffusing them widely in the work of 
retail payments. The menace of the 
obligatory coinage of silver dollars un- 
der the Bland act of 1878 was thus 
turned aside for a time by reducing 
the minimum denomination of silver 


eighty per cent. of the total of these 
two forms of Government notes were 
in denominations of $5 or less and that 
less than eight per cent. were in de- 
nominations above $10. . 

Very different was the use made o 
the gold certificates, of which a large 
proportion were in large denominations, 
which were stored in the reserve vaults 
of the banks. Upon this fund of pri- 
vate gold fell very properly the weight 
of the demand for export during the 
spring and summer of 1914, which in 
four months sent about $130,000.000 
of gold abroad. The effect upon the 
total amount of gold certificates out- 





*Quoted by Decharme, Les Petites Coupures 
des Billets, p. 287. 


+Finance Report, 1889, appendices, p. 15. 
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reduction of about 


standing was a 
$169,000,000, which affected those of 


the denominations of $5,000 and 
$10,000 in the ratio of about thirty- 
seven per cent., while affecting those 
of smaller denominations by only about 
five per cent. The exact figures of 
these changes appear in the following 
table: 
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in India could not be considered a 
large factor in the total stock of: cur- 
rency in use, which consisted chiefly 
of coined rupees. During the seven 
years ending March 31, 1918, how- 
ever, there was an increase of nearly 
50 per cent. in the paper circulation, 
which left the amount outstanding at 
689,778,240 rupees ($224,178,000). 


U. S. GOLD CERTIFICATES OUTSTANDING 


Reduction by 


Denominations April 30, 14 Aug. 31,14 Redemption 
_ e vrerrerr rere rer ee $1,158,997,869 $989,314,869 $169,683,000 
BE Be Scesccccscsisiccecsdsetoses 248,230,000 156,490,000 91,740,000 
MD 5 6-5.0b i 5:6.650660240584000580008 88,595,000 52,590,000 36,005,000 
Lower denominations .......cccccccccee 822,172,869 780,234,869 41,938,000 

a This is more than one-third of the 


HE policy of confining their issues 

of paper to small denominations 
has been generally pursued by con- 
servative Governments in time of 
peace, as well as by England, Italy 
and the Netherlands in their recent 
war issues. In Canada the banks are 
restricted, as in the United States, 
from issuing notes for less than $5, 
and practically the whole of the Gov- 
ernment circulation is in notes for $1 
and $2, until the denomination of $500 
is reached. In this denomination and 
in those for $1,000 and $5,000, the 
volume of Government issues expands, 
because these large notes are found 
useful by the banks in settling their 
clearing-house balances, in much the 
same manner as gold certificates are 
used in the United States.* 

In British India, notes are issued 
freely for all denominations, because 
the Government issues fill the entire 
field in which paper currency is em- 
ployed. The denominations are nom- 
inally five rupees ($1.6214), ten, 
twenty, fifty, 100 ($82.50), 500, 1,000 
($825) and 10,000 rupees ($8,250); 
but those most used above ten rupees 
($3.25) are the notes for 100 and for 
1,000 rupees, for the same purposes 
of settling banking balances and other 
large transactions as in Canada.t Up 
to a recent date, the paper circulation 


rupees in circulation and about one- 
fourth of the combined circulation of 
rupees and paper.{ The problem of 
permitting adequate elasticity in the 
circulation grows more serious in the 
ratio that Government paper bears to 
the total and in the degree that bank 
notes are excluded. The real problem 
of the circulation in India pertains, 
however, to the manner of operation of 
the gold exchange standard and the 
pending proposals to create a central 
bank, neither of which subjects can be 
taken up here. 


& 


HE most essential safeguards, 

therefore, in the issue of Govern- 
ment paper, as shown by monetary ex- 
perience, are the limitation of the 
quantity and the diffusion of such is- 
sues in small notes, which are likely 
to remain in the hands of the public 
with comparatively little regard to 
changes in the ebb and flow of credit. 
The system of partial redemption, 
which exists through the receipt of 
these Government notes at the post 
offces, custom houses and for taxes, is 





en Monnaies et Ar- 


bitrage, p. 
+Royal Commission on Indian Finance and 
Currency, 1913, Appendices, Vol. I, p. 240. 
tcf. Keynes, Indian Currency and Finance, 
pp. 149-55, where the public cir@ulation of ru- 
pees is distinguished from the total outstanding. 


Bank-Notes, 
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usually adequate to keep them at par 
with gold, providing the issues are 
not greatly in excess of the absorptive 
power of retail trade. The underlying 
element of safety in such issues is the 
fact that they tend to leave the elastic 
element of the circulation to be deter- 
mined by the ebb and flow of gold, or 
to be provided by the banks. 

Such an element of conservatism as 
may be found in systems where the 
Government aims to issue all the paper 
currency, as in Australia, is due to the 
fact that issues above a certain point 
are covered in full by gold. This 
system permits the exportation and im- 
portation of gold to meet changes in 
credit conditions, but has the disad- 
vantage that it imposes a heavy ex- 
pense upon the community in the in- 
vestment of capital required in gold 
coin and bullion. It has the further 
disadvantage that the movements of 
money are affected only indirectly by 
changes in the volume of internal 
trade, instead of responding directly to 
such changes, as under those systems 
where the elastic element of the circu- 
lation is provided by the banks. The 
banks, through their intimate relation- 
ship with the movement of business, 
are able to limit their issues strictly to 


They 
are able also to protect their reserves 
and maintain the redeemability of their 
notes by a variety of banking meas- 
ures which are not at the command of 


the requirements of commerce. 


a public bureau or official. The Gov- 
ernment is not a lender on short-term 
obligations and therefore has no means 
of contracting its issues through the 
curtailment of loans. For the same 
reason, it cannot influence the move- 
ment of money by raising its charge 
for loans. Even where it maintains a 
reserve in gold, it has no means of 
replenishing its gold stock in case it 
is depleted, except by the issue of other 
obligations, and it ordinarily has no 
such forms of obligations as are avail- 
able to a bank and which can be quick- 
ly extinguished when the occasion for 
which they were issued has passed. 

The field of Government paper is- 
sues, therefore, is still a restricted 
one, subject to careful and conservative 
experiment as to its scope and possi- 
bilities, but not entirely unavailable 
within certain limits in countries whose 
credit is well established and where 
sound principles of monetary circula- 
tion are clearly understood and general- 
ly adhered to by the banking commu- 
nity and the Government. 


my 


* ‘P UBLIC prosperity is like a tree; agri- 

culture is its roots; industry and 
commerce are its branches and leaves. If 
the root suffers the leaves fall, the branches 
decay and the tree dies.’”’ 


—From THE CHINESE. 











Banking in California 





By W. R. MOREHOUSE, Assistant Cashier German-American Trust 
and Savings Bank, Los Angeles, Cal. 





HOW THE NEWCOMER FINDS 
BANKING IN CALIFORNIA 


A S California not only shelters hun- 


dreds of visitors every winter, 

but provides each year perma- 
nent homes for tens of thousands of 
the best citizens of our Middle, East- 
ern and New England States, the 
subject of banking in California is, 
therefore, of special interest. 

Facts concerning banks and bank- 
ing methods are not often thrust upon 
the public notice, and it is safe to 
assume that by far the greatest num- 
ber of people who come to California 
know little of her great banking sys- 
tem. For this reason a few facts con- 
cerning banking in California are 
given. 


@ 


THE FIRST BANK WEST OF THE 
ROCKY MOUNTAINS 


ALIFORNIA boasts of the first 

bank west of the Rocky Moun- 
tains. In 1850 Mr. D. O. Mills and 
Mr. E. J. Townsend formed a co- 
partnership for the purpose of doing 
a banking business at Sacramento, then 
known only as a little mining center, 
but which is now the capital of the 
State. Two years after this partner- 
ship was formed, Mr. Townsend dis- 
posed of his holdings to Mr. Edgar 
Mills and Mr. Henry Miller, these 
gentlemen retaining their interests un- 
til 1878 and 1898 respectively. Out 
of this small beginning in the “Gold 
Days” in California, has grown a sub- 
stantial bank; and to-day we have as 
the successor to the first. partnership 


bank in the West, The National Bank 
of D. O. Mills & Company. 

The part which this first bank has 
had in the building up of the great 
State of California would be most in- 
teresting reading. The president, Mr. 
C. F. Dillman, can boast of a remark- 
able record, having been actively as- 
sociated with this bank for more than 
thirty-five years. 


& 


THREE OF THE LARGEST 
BANKS WEST OF CHICAGO 
ARE IN CALIFORNIA 


"THE newcomer will not only find 

that California can boast of the 
oldest bank on the Pacific Coast, but 
that operating within her boundary 
lines are three of the largest banks 
west of Chicago. 

Of these the Hibernia Savings and 
Loan Society, located at San Francisco, 
is the largest, with deposits aggregat- 
ing more than $55,000,000. This sav- 
ings society, for it does not carry com- 
mercial accounts, was organized in 
1864, and has the distinction of being 
one of the very few Western banks 
which conducts its affairs along strict- 
ly mutual lines, similar in many re- 
spects to plans adopted by the century 
old savings societies of our New Eng- 
land States. Like them, the “Hiber- 
nia” has no capital stock. After pay- 
ing a good rate of interest for more 
than fifty years this bank has accu- 
mulated a surplus of nearly $8,500,000. 

The German Savings and Loan So- 
ciety, also located at San Francisco, 
is nearly as large in point of deposits, 
while in Southern California the Se- 
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curity Trust and Savings Bank, lcoated 
at Los Angeles, has deposits in excess 
of $44,000,000. Although the “Secu- 
rity” is third in aggregate deposits, it 
has nearly 100,000 depositors, or just 
one-tenth of the total number of sav- 
ings bank depositors in the entire 
State. 

Notwithstanding banks were not es- 
tablished in California until 1850, 
there are to-day under State super- 
vision more than five hundred banks 
and trust companies with an aggre- 
gate capital, surplus and undivided 
profits of $100,000,000; deposits of 
$575,000,000, owned by 1,000,000 
people. 

The combined banking strength of 
the State is obtained by adding to the 
above figures the capital, surplus and 
undivided profits, and the deposits of 
the national banks, operating in the 
State, but under the Federal Govern- 
ment. With the national banks in- 
cluded, the banks of California have 
a capital, surplus and undivided profits 
of £200,000,000, and deposits of $935,- 
000,000. 


e) 


NO BETTER BANKING LAWS 
ANYWHERE 


“THE California Bank Act is rec- 
ognized by lawmakers to be the 
most complete code of bank laws to 
be found in the United States. With 
the competent Superintendent of Banks, 
of which California can boast, rigidly 
enforcing these laws, the possibility 
of loss to depositors through bank 
failure is reduced to the minimum. 
This Bank Act contains no less than 
one hundred and forty-seven sections, 
many of which are divided into sub- 
sections. Every phase of the opera- 
tion of State banks, savings banks and 
trust companies is treated at length; 
and so thoroughly has the field been 
covered that any improvement which 
might be made would only be of minor 
importance. 
The newcomer is especially interest- 
ed in these laws because in coming to 


California Eastern banking relations 
are automatically severed, making it 
necessary for him to establish similar 
relations with a bank of which per- 
haps he knows little. As it is not al- 
ways convenient for the newcomer to 
secure a copy of this act, a few sec- 
tions selected at random are presented 
for his direct benefit. 

Bank directors are usually chosen 
from among the men of any city who 
have made a success in business, and 
who stand above reproach, and because 
such men stand so high there is every 
assurance that the bank directed by 
their efforts will likewise succeed. 
However, the California Bank Act is 
so specific, that one section deals with 
the duty of a bank director. 

Section 11. The board of directors of 
a bank must hold meetings at least once a 
month. Each director, when appointed or 
elected, shall take an oath that he will, so 
far as the duty devolves on him, diligently 
and honestly administer the affairs of such 
bank, and will not knowingly violate or 
wilfully permit to be violated any of the 


provisions of the law applicable to suck 
bank***####### 


The use of banks by directors, of- 
ficers, employees and_ controlling 
stockholders, solely for personal gain, 
has long since ceased to be a public 
menace. The act treats with this sub- 
ject in the following explicit manner: 


Section 35. No director, or officer, or 
employee, or controlling stockholder, of 
any bank shall, directly or indirectly, for 
his own account, for himself, or as the 
partner or agent of others, sell or trans- 
fer, or cause to be sold or transferred to 
the bank of which he is a director, officer, 
employee or controlling stockholder, any 
note or bond, secured by any mortgage or 
trust deed, or real estate or any contract 
arising from the sale of real estate in 
which such director, officer, employee or 
controlling stockholder is personally or 
financially interested, without the consent 
in writing of the Superintendent of 
Banks** 


A practice that prevails in some lo- 
calities is for persons of more or less 
responsibility to attempt to overdraw 
their accounts. Many cases are on 
record where this practice has been 
tolerated by certain banks through- 
out the United States with serious con- 
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sequences. The California Bank Act 
makes it a felony for an officer or 
employee of a bank to knowingly over- 
draw his account, or to permit persons, 
firms or corporations to do so. 

Secrion 39. Any officer, director, agent, 
teller, clerk or employee of any bank who 
either: 

First—Knowingly overdraws his account 
with such bank, and thereby obtains the 
money, notes or funds of any such bank, or 

Second—Asks or receives or consents or 
agrees to receive any commissions, emolu- 
ments, gratuity or reward, or any money, 
property or thing of value, for his own 
personal benefit, or of personal advantage, 
for procuring or endeavoring to procure 
for any person, firm or corporation, any 
loan from, or the purchase or discount of 
any paper, note, draft, check or bill of ex- 
change, by such bank, or for permitting 
any person, firm or corporation to over- 
draw any account with such bank, is guilty 
of téeny*"*"" 

Bank failures are generally trace- 
able to poor investment of the bank’s 
fund, chief of which is mining stocks 
and shares. In California all banks 
under State supervision are PRO- 
HIBITED from investing in mining 
shares and stocks. 

Section 67, Paragraph 5. No savings 
bank shall purchase, invest or loan its 
capital, surplus or THE MONEY OF ITS 
DEPOSITORS or any part of either, in 
mining shares or stocks. Any president or 
managing officer who knowingly consents to 
a violation of any provision of this Section, 
shall be guilty of a felony. 

With the more than one hundred 
and forty other sections of this act 
treating with banking in California in 
the same careful manner, the new- 
comer need have no fear as to the 
soundness of the bank with which he 
chooses to establish banking connec- 
tions. 


& 


BANKING METHODS '- THAT 
WILL SURPRISE THE AVER- 
AGE NEWCOMER 


ALIFORNIA banks operate along 
lines, many of which are different 
from those of our old Eastern bank- 
ing societies; the chief point on which 
they differ being in quality of service 


rendered and methods used for get- 
ting new business. A great surprise 
awaits persons who have never re- 
ceived much in the way of efficient 
service, for the banks in California 
make a strenuous effort to render bank- 
ing a pleasure. And still a greater 
surprise awaits the newcomer if he 
has been the patron of a bank which 
has not been aggressive as a business- 
getter, for in this respect the banks 
in California outrank those of any 
other State. 
& 


EFFICIENT SERVICE 


O efficient is the service rendered 
by banks in California that it is 
considered 2 pleasure to transact busi- 
ness with them. Without losing any 
of the prestige which goes with his 
honorable calling, the banker has 
made himsc!f the servant of the pub- 
lic; and instead of being unapproach- 
able he is constantly within the reach 
of all of his patrons without regard to 
wealth or social standing. 

Not only are the officers available 
for counsel and advice, but the em- 
ployees are required to extend to all 
patrons every courtesy within their 
power; and their ability to do this in 
a highly satisfactory manner has been 
made possible by years of training, 
and also by having at their command 
complete banking facilities. Instead 
of being mere machines whose only 
function is to receive and pay money, 
the employees are regarded as living 
individuals. The mechanical _ side 
which predominates in so many of our 
Eastern banks has been supplanted in 
California by the human side, and 
thus every patron feels that there is 
a sincere desire on the part of officers 
and employees to be accommodating. 
Under no circumstances need the new- 
comer hesitate to ask a favor of the 
bank employee, nor need he approach 
the bank’s officers with the sense that 
he is trespassing on forbidden terri- 
tory; for te answer his questions and 
to give counsel and advice, is just as 
much a part of the bank’s efficient ser- 
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vice as to receive his deposits and pay 
his checks. 

If the newcomer wishes a conserva- 
tive valuation of real estate which he 
contemplates buying, this information 
can be obtained through his banker; 
or if he wishes to buy bonds the bank- 
er will gladly direct him to a bond 
dealer of good reputation. If he de- 
sires to make his will, any depart- 
mental bank or trust company will 
draw it for him, and in most instances 
free of charge. In fact, it does not 
matter whether his business is of great 
importance or trifling, the newcomer 
will find that the California banker 
will oblige him gladly. 

So important a factor is efficient 
service in the operating plans of many 
California banks that they have em- 
phasized this phase of their life by 
using mottoes which convey to the pub- 
lie mind the quality of their service. 
One bank uses the words, “The Bank 
With the Ffficient Service’; another 
bank, “The Savings Bank with the 
Personal Service”; another, “The 
Bank That Treats You Right”; and 
still another, “The Bank for Every- 
body”; these and many other mot- 
toes equally appropriate are used by 
banks to describe their service, and 
this feature more than any other will 
be a great surprise as well as giving 
pleasure to the newcomer in California. 


& 


BANK ADVERTISING AS THE 
NEWCOMER WILL FIND IT 


F the many publicity plans which 
have originated in California, 
bank advertising is among the fore- 
must. It has taken less than ten years 
for the majority of banks in this State 
to prove that “Bank Advertising” prop- 
erly used is one of the really effective 
agencies for getting new business. It 
is now a common saying among Cali- 
fornia bankers that “the bank which 
judiciously advertises for new business 
invariably gets it.” 
As elsewhere throughout the world, 


bank advertising was at first a very 
much misunderstood agency, therefore 
its operation for a number of years 
was confined to only a few banks. How- 
ever, as fast as it came to be better 
understood, opposition to its use as a 
means to publicity, gradually disap- 
peared, until to-day there are but few 
bankers in California who do not re- 
gard it as one of the necessary ele- 
ments which enter into successful 
banking. 

This effect has been revolutionary, 
inasmuch as it has completely changed 
views which our bankers have held for 
centuries. From time immemorial 
banks throughout the world have main- 
tained that it was beneath the dignity 
of sound banking to solicit coéperation 
and support from the public, yet this 
is what bank advertising is doing to- 
day. 

That circumstances had much to do 
with its debut into banking circles is 
seen in the following incident. 

Hidden by a theatre on one side and 
a large clothing store on the other, 
was a small bank in Los Angeles known 
as the Union Bank of Savings; and it 
was in this little out-of-the-way place 
that Bank Advertising received its first 
serious support. Owing to its ob- 
secure location this little bank did not 
make a growth commensurate with the 
progress of other institutions, conse- 
quently it was not even a competitor 
with the smallest of the other Los 
Angeles banks. 

As days passed without any material 
gain in deposits, the officers became 
more and more convinced that if the 
Union Bank of Savings was ever to 
take a place among representative 
banking institutions it must move to 
a prominent place on the street. The 
fact that its present location was un- 
desirable for banking purposes was 
frequently emphasized by patrons who 
complained that they had passed and 
repassed the bank before recognizing 
the entrance thereto. To move to the 
corner or to an inside location would 
not only greatly increase the annual 
rental, but entail an immediate outlay 
of considerable money for more mod- 
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ern fixtures. 
$38,000 deposits a move of this kind 


To a bank with only 


would seem to invite disaster. How- 
ever, to remain was to retrograde, so 
after much deliberation, it was decided 
to try display advertising as a means 
of relief, although this agency had 
never before been utilized by local 
banks, and the move would mean pio- 
neering. 

The first ad. published in a morning 
paper brought forth considerable com- 
ment, both for and against the step 
taken. Remarkable as it may seem, 
the first ad. actually brought a re- 
sponse from a few people and _ sev- 
eral new accounts were the immediate 
results. The publicity campaign which 
closely followed brought additional en- 
couragement, until the daily results 
were so gratifying that a permanent 
place was made for Bank Advertising 
in the business-getting plans of this 
bank. 

After a year or more the storm of 
criticism from bankers appeared to 
have reached a turning point, for one 
by one those who at first opposed the 
use of advertising became willing to 
give it a fair trial. 

From the beginning the public ap- 
peared to heartily approve of the use 
of this agency by banking institutions. 
There was something about the ads. 
which made them appear extremely 
friendly to the average person. From 
time to time information concerning 
local banks which had never been pub- 
lished before was given out over the 
signature of the officers, and this in- 
formation was both interesting and in- 
structive; then there was mature ad- 
vice concerning investments; much 
was published concerning thrift; plans 
for saving money were outlined; and 
many other subjects of interest dis- 
cussed. 

Bank deposits in the Union Bank of 
Savings began to grow from the day 
the first ad. was published. At the 
end of three years deposits reached 
the $3,000,000 mark. This bank is 
now known as the German American 
Trust and Savings Bank, and it oc- 
cupies one of the prominent corners 


at the junction of two of the princi- 
pal streets in Los Angeles. Its bank- 
ing offices and equipment are as good 
as any west of Chicago. Instead of 
being least of the banks in this grow- 
ing city of 500,000 population it is 
now second, having $20,000,000 in de- 
posits and more than 50,000 patrons. 
This savings bank and trust company 
is known on the Pacific Coast as “The 
Conservative Bank with the Efficient 
Service,” and it is also the bank that 
advertises for new business and in- 
variably gets it. 

It is the large amount of advertis- 
ing done by some of the California 
banks which attracts the newcomer’s 
attention almost immediately upon his 
arrival. Owing to the absence of this 
element in the life of many of our 
Eastern banks, it would not be un- 
reasonable if the newcomer should hes- 
itate to open an account with the bank 
which advertises on a large scale. How- 
ever, it will only require a brief study 
of the matter used to give him the 
right perspective, when he will see 
that instead of indicating that the 
bank is distressed for new business it 
is really operating along modern lines. 
Many of the ads. will be found educa- 
tional in nature and as such profitable 
reading. Running through every ad. 
is the golden thread of Thrift, and no 
person can read these ads. without 
coming to the conclusion that the 
banks which encourage the greatest 
number of people to save their money 
by depositing it with them on interest, 
are public benefactors, and entitled to 
unstinted support. 

Actual money and a place to keep 
the surplus are what the newcomer will 
need to provide for upon his arrival in 
California. Usually he brings with 
him bank drafts, money orders or 
traveler’s check and but little coin. The 
value of the draft or money order lies 
in the fact that it is a safe way to 
transfer money, and at the journey’s 
end is convertible at any bank into 
cash; but in any event the service of 
a bank is quite necessary. The ques- 
tion which confronts the newcomer is, 
which bank? Let him examine the 
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pages of any of the daily papers, and 
there will be found information con- 
cerning some of the banks, which will 
help him to decide this question. The 
date organized; the amount for which 
the bank is capitalized; the personnel 
of the directorate and the official staff; 
the amount of deposits; and the num- 
ber of depositors are nearly always 
given, while at frequent intervals the 
bank’s facilities for handling the busi- 
ness of its patrons are enlarged upon. 


& 


EFFECTIVE BUSINESS-GETTING 
PLANS 


LTHOUGH bank advertising is 

generally regarded as the fore- 
most agency for publicity and new 
business, in California it is second in 
importance, business-getting plans be- 
ing regarded as more effective. 

The majority of these plans origi- 
nated in California and have since 
been adopted by banks throughout the 
United States, where they have been 
found equally as effective. It can be 
said without fear of contradiction that 
more really effective business-getting 
plans are in use in California than 
any other State in the Union. This 
fact is apparent to the newcomer be- 
fore he is in California long, especial- 
ly if he has been accustomed to trans- 
acting business with a bank which 
makes no effort to secure new business. 

The field of operation of these plans 
has been extended from time to time 
until to-day every State in the Repub- 
lic is reached. By way of illustration, 
let a depositor in the Scott County 
Savings Bank at Davenport, Iowa, go 
to the cashier of that bank and mention 
that he is going to Los Angeles, and 
not being known there would greatly 
appreciate a letter of introduction to 
some bank. The cashier is glad of an 
opportunity to extend such a favor, 
and as requested, prepares the neces- 
sary credentials. Of what do they con- 
sist? An engraved card addressed to 
the German American Trust and Say- 
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ings Bank. Los Angeles, and com- 
mending the person named thereon to 
the usual banking courtesies, is what 
the cashier delivers to his patron. 
However, under separate cover, the 
Scott County Savings Bank mails an 
advice card, on which is written par- 
ticulars concerning the person intro- 
duced, and also specimen signatures,. 
and with these in addition to the in- 
troductory card which the newcomer 
will bring with him, the Los Angeles. 
bank is enabled to extend immediately 
any reasonable favor which the new- 
comer may ask. Where did the Daven- 
port hank get the engraved card with 
the name of the German American 
Trust and Savings Bank, Los Angeles, 
thereon? Surely the business transact- 
ed between these banks did not justify 
the cost of the engravings alone, and 
it is therefore reasonable to conclude 
that a large number of these cards 
were prepared by the bank in Los 
Angeles and placed in other Eastern 
banks. If you enter the Appleton Na- 
tional Bank at Lowell, Massachusetts, 
and ask to be identified in Los An- 
geles, an engraved card identical with 
that used by the Scott County Savings. 
Bank will be delivered to you, and the 
same is true if you make the same re- 
quest of the Dollar Savings and Trust 
Company at Pittsburgh, or the Ameri- 
can Trust Company at South Bend. 
Indiana, or the Merchants Savings 
Bank at Battle Creek, Michigan, or 
the Geneva National Bank at Geneva, 
New York, and, in fact, hardly can 
you find a bank throughout the East 
which does not use the same card in 
introducing their customers in Los 
Angeles, and thus it is to be seen that 
what the Scott County Savings Bank 
at Davenport is doing, many other 
banks are likewise engaged in. 

Is this plan a satisfactory one to 
the customer and to the banks? In a 
dignified way it makes it convenient 
for the newcomer upon his arrival in 
Los Angeles to go direct to the bank 
whose name appears on the introduc- 
tory card and there be served in a 
highly efficient manner. What is an 
accommodation to such a person is 
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also, in the end, of benefit to the East- 
ern bank which made it possible for 
the accommodation to be granted with- 
out delay. The business of the per- 
son introduced may be of a temporary 
nature, in which case, so far as the 
present is concerned, the business may 
or may not be profitable. 

The truth is that of the 500.000 
who come to Los Angeles annually. 
fully 30,000 remain permanently, and 
the business of this number is worth 
many times the cost of. serving them 
all. Those who bring cards of in- 
troduction, go direct to the bank ad- 
dressed, and if they intend to remain 
in Los Angeles permanently an ac- 
count is opened; and it is because 
many accounts are thus secured that 
banks can well afford to supply East- 
ern banks with a means of introducing 
their patrons in Los Angeles. 

Not only is the business of the new- 
comer sought even before he moves to 
California, but it is sought the day 
he arrives. A plan which has proven 
to be very effective is as follows: 


& 


BUSINESS - GETTING PLANS 
WHICH REACH THE NEW- 
COMER UPON HIS AR- 
RIVAL IN CALIFOR- 

NIA 


PON the delivery of the newcom- 

er’s baggage in a certain Califor- 
nia city, he will find attached thereto 
a small tag, on which is printed an 
invitation to open a savings account. 
The newcomer is certain that this tag 
was not on his baggage when he last 
saw it, and as transportation compa- 
nies do not permit baggage to be 
handled except by employees, the tag 
could not have been attached while the 
baggage was in transit, therefore he 
must assume that the tag was attached 
by the transfer company which made 
the delivery. This little tag is soon 
found to be only a part of a plan 
which enterprising California banks 
use to get the business of the new- 
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comers. Within twenty-four hours 
after the newcomer’s arrival he will 
find under his door, or perhaps will 
receive in the mail, a letter which 
constitutes a second invitation, and is 
used as a follow-up for the tag. 

How the bank secured the newcom- 
er’s name and address so soon upon 
his arrival is a question but few people 
have been able to answer. At first it 
may appear that the bank has acted too 
hastily in sending out the invitations to 
a stranger, and scarcely before he has 
been in the city twenty-four hours, and 
the average person will need to under- 
stand the situation before he is satis- 
fied that the bank is acting opportune- 
ly. 

The newcomer is not in the city 
long. however, before he begins to feel 
the great need of a bank where he can 
exchange his drafts for money, or 
where he may deposit valuable papers 
and jewelry for safe keeping, and 
thus the service of a bank is thrust 
upon him. Naturally he first consid- 
ers the bank which volunteered to serve 
him; in fact. while he knows but little 
of any of the banks, he has at least 
been solicited by one. The invitations 
are re-read, this time with more care, 
and as the newcomer reads his interest 
in the bank grows until he is willing 
to give it a try. 

Much to his surprise he finds this 
bank to be among the largest in a 
city of 500,000 population; its capital 
and surplus, more than $2,500,000; 
its deposits $18,000,000; and it has 
many thousand patrons. Upon inquiry 
he finds that the men who are on its 
directorate and those serving as of- 
ficers are among the substantial men 
of the city. and are well connected. 
Almost immediately upon discovering 
the facts in the case, his whole atti- 
tude changes from that of suspicion 
to one of confidence and trust. By the 
tine he gets the right perspective he 
feels himself obligated to the bank, 
which unsolicited has urged him to 
make use of its facilities. Upon in- 
vestigating he finds that this bank oc- 
cupies one of the most prominent cor- 
ners in the city; its quarters are mod- 
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ern and commodious; its corridors are 
well filled with people of more than 
the average intelligence, and each ap- 
parently content with the service ren- 
dered. He glances over the officers and 
employees and to him they appear as 
men of large experience, and whose aim 
is to be accommodating. In the New 
Account Department he meets an as- 
sistant cashier of pleasing address and 
manner, whose constant aim is to make 
it easy for the newcomer to transact 
his business. An account is opened. 
and before the newcomer leaves his 
attention is called to the various de- 
partments of the bank. and he is most 
cordially invited to avail himself of any 
service they may render. He does not 
leave without being urged to come in 
at any time whether he has business 
with the bank or not. He walks out 
of the bank and down the street, living 
over again the pleasant moments which 
he had just spent with one of Califor- 
nia’s progressive savings banks. As 
the days go by and the pleasant rela- 
tions grow, he begins to appreciate the 
real value of the first invitation, al- 
though it was presented on a small 
tag attached to a piece of baggage. 

This plan outlined belongs to the 
more agressive hanks, and while there 
are a few newcomers who resent it, 
the large majority find that it provides 
a way for them to establish themselves 
with a sound banking institution. 


& 


CALIFORNIANS LEAD IN RE- 
GARD TO SAVINGS AC- 
COUNTS 


NE thing that invariably attracts 

the attention of the newcomer no 
matter where he locates in California, 
is the loyalty with which the people 
support the banks. He will seldom 
meet a person who is not a savings 
bank depositor, or who does not in- 
tend to open an account. Why do 
the people in California display such 
loyalty? Primarily, because by liberal 
expenditure of money in the past ten 


years the banks have been able to per- 
suade the vast majority of the people 
of the State to save at least a portion 
of what they earn. The people re- 
sponded to the invitation to open sav- 
ings accounts in any amount and re- 
ceive compound interest thereon, with 
the result that many were soon able to 
buy comfortable homes, and in addi- 
tion thereto. since acquiring the sav- 
ings habit they have been able to pile 
up in the savings banks and trust com- 
panies as an emergency reserve $535,- 
000,000. All along the keynote has 
been Thrift, which beside making it 
possible to purchase homes and own 
an emergency account has developed 
the character of the people, and it is 
now easy for the people to save. as 
well as be economical, without being 
stingy or in any sense penurions. 

So harmoniously have the banks and 
the people pulled together, thet in 
California to-day a larger per cent. of 
the people have savings accounts than 
the people of any other State, and 
with the exception of Nevada the aver- 
age balance on deposit is also largest. 

It is safe to say, in view of the suc- 
cesses of the past, that if the savings 
banks in California continue to be as 
eager for new business that within an- 
other year the average balance per ac- 
count will exceed Nevada. 

Statistics show that but one person 
in ten in the United States has a sav- 
ings account, while in California four 
out of every ten of the population are 
savings bank depositors, to say nothing 
of those having accounts with national 
banks. This remarkable record has 
been made possible through the per- 
sistent effort of California banks to 
see that every person without regard 
to age or color is the possessor of a 
bank book. So thorongh has the work 
been done that the accounts of infants 
and children have not been overlooked, 
in fact, in many cases sought first, in- 
asmuch as experience in business-get- 
ting has demonstrated that the account 
of the child is often an entering wedge 
to the business of the entire family. 

In California as in France, the chil- 
dren are taught to save, which fact is 
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as much to the credit of the banks as to 
the parents. What has been accom- 
plished in the way of saving money in 
this one State, is not due to any spe- 
cial endowment or to the climate of 
which California is proud, but almost 
entirely to the aggressiveness of sav- 
ings banks and trust companies along 
business-getting and business-conserv- 
ing lines. What has been attained in 
this direction is within the reach of 
the people of any other State to a 
greater or less degree; at any rate, 
there is a large opportunity for im- 
provement. 

It is certain that the banker who 
waits for the public to seek him, and 
who depends entirely upon the schools 
and churches to educate the people 
along thrift lines, can never measure 
up to his opportunities, while on the 
other hand, the banker, whether oper- 
ating in the State of Maine or in 
Texas, in South Dakota or Florida, 
who will follow a similar course to’ that 
pursued by California banks for the 
past ten years, cannot fail to keep 
step with progress. Instead of seeing 
days and even weeks go by without 
an advance, he will be surprised to 
find that each day brings to him a 
measure of success, and generally ac- 
cording to the effort which he makes 
toward reaching out after new busi- 
ness. Instead of one out of every ten 
of those with whom he associates and 
otherwise meets in the street having a 
savings account, four out of every ten 
will be numbered among his depositors. 

He will soon see that the elasticity 
of currency is one of minor importance, 
and that the predominating evil which 
the banks must sooner or later over- 
come is the extravagance of the Amer- 
ican people, and the power to over- 
come and remedy this evil lies with the 
bankers. It then becomes necessary 
for every bank in the United States to 
aid matters of finance by supplanting 
extravagance with thrift, and this can 
best be accomplished by encouraging 
the savings bank business among the 
people. To do this in an effective 
way, bunks must advertise; must use 
every effective business-getting plan 


known to the fraternity; and in cer- 
tain cases the personal solicitation of 
accounts may be necessary. If such a 
course were pursued vigorously for the 
next ten years throughout the United 
States, not less than one-third of the 
population of every State would be- 
come savers instead of spending money 
extravagantly as is done to-day. The 
present cry of “hard times” will soon 
be forgotten, for every third person 
would have an emergency account with 
an average balance therein of $600.00, 
and this would be sufficient to meet any 
ordinary need. 

Whatever is done along thrift lines, 
which means the curtailing of extrav- 
agance, the work should be most thor- 
ough, touching not only the employee, 
but also the employer; not only the 
girls in our large factories, but also 
the children in our American homes. 

Would it be possible to reach those 
employed in factories? In California 
the factories are not open to solicitors, 
excepting such as encourage the em- 
ployees to save and not to spend, and 
upon this proposition the bank solici- 
tors are admitted without comment. 
Why the bank solicitor? Because the 
factory superintendent knows _ that 
when his employees acquire the thrift 
habit they then have a purpose in 
earning money, and because of the 
presence of such a purpose, they nat- 
urally become better workmen, and in 
every sense discharge their duty in a 
more efficient manner. The superin- 
tendent also knows that such employees 
as save at least a part of their earn- 
ings are fortified for any emergency 
that might unexpectedly overtake them, 
and therefore will not call upon him 
for an advance on unearned salary, or 
for a donation. Therefore, not only 
are many things which are objection- 
able eliminated, but there is much sat- 
isfaction which comes to every super- 
intendent, in knowing that because his 
employees have been thrifty they have 
acquired comfortable homes. 

Inasmuch as ten years of aggressive 
business-getting has brought to Cali- 
fornia banks and to the people of the 
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State the highest honors among sav- 
ings banks and trust companies, there 
is no reason why the newcomers should 
hesitate for a moment to approve of 
the vigorous business-getting policy 
pursued in this State. 

As to the future he may expect that 
the banks will not lose any of their 
ardor for new business, and the proper 
thing for him to do is to open an ac- 
count and be numbered with the savers. 

In summing up what has been said, 
may the newcomer to California never 
lose sight of these facts: In California 
the first bank west of the Rocky 
Mountains was organized in 1850; 


that three of the largest banks west 
of Chicago are in California; that 
more than five hundred banks operate 
under laws which are unexcelled; that 
the most efficient bank service to be 
found in the world is in California; 
that the banks in this State are the 
largest newspaper and magazine ad- 
vertisers in the United States; that 
they are the largest users of effective 
business-getting plans; all of which 
has encouraged the people to save to 
the extent that in California nearly 
one-half of the population have ac- 
counts with State banks, savings banks 
and trust companies. 
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The Bank as a Credit Machine 





By WM. H. KNIFFIN, Jr. 





[The following constitutes the second chapter of “The Practical Work of a 
Bank,” a new treatise on banking shortly to be issued in book form. Its author, 
Mr. Wm. H. Kniffin, Jr., is rapidly taking rank as one of the most authoritative 
writers on banking from the practical standpoint. He has had long experience 
as a bank official, and has made a thorough study of bank problems, particularly 
of credit, holding the Cannon Prize for the best essay on that subject. He was 
formerly secretary of the Savings Bank Section of the American Bankers As- 
sociation.—Epitor Bankers MaGazinx. | 





ETALLIC money proving ex- 
M pensive and inconvenient, the 

paper substitute was devised, 
and credit operations evolved, so that 
money in the metal is mainly used in 
the final settlements and as the basis 
of the credit system. The inconven- 
ience of making payment every time a 
trade was consummated resulted in the 
system of deferred payments, the seller 
accepting in lieu of his goods a promise 
in some form which, in his estimation, 
is equivalent to the thing itself. The 
farmer who takes a load of produce to 
market may be willing to let his ac- 
count with the buyer run, and take in 


exchange at some future time the things 
he needs; and there arises the book ac- 
count form of credit. He may take the 
buyer’s note, and there arises a nego- 
tiable instrument. He may accept a 
check on a bank,,and there comes into 
being another form of credit instru- 
ment, in wide use and in great popular 
favor. If he takes the promises of a 
bank to pay money—coin on demand 
——there is issued to him another form 
of credit instrument, the bank note; or 
he may take a Greenback, which is a 
Government promise to pay money. It is 
for him to decide who his creditor will 
be, but most likely it will be a bank. 
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But whatever form the payment takes, 
it will be some variety of credit, unless 
the matter is settled in gold, or silver, 
and this is extremely rare. 

If he were a European farmer he 
might draw a draft on the merchant, 
which the latter would “accept,” and 
the farmer could either keep it until 
maturity, or sell it to a bank, and in 
this we would have acceptance credit, 
as described hereafter in detail. 

Confidence in the instrument is the 
basic point, and as long as this confi- 
dence exists the credit instrument will 
answer all the purposes of money, and 
be cheaper. 

If the farmer becomes suspicious 
of the merchant, he will ask that the 
book account be settled; if he questions 
the ability of the maker of the nego- 
tiable instrument to meet it at maturity 
he will either refuse it or ask a surety; 
if he questions the maker of the check, 
or the soundness of the bank, he will 
cash it or have it certified as soon as 
possible; if he questions the bank’s 
ability to meet the notes issued by it, 
he will ask for gold; if he distrusts the 
Greenback (as many did in 1893) he 
will also turn it into gold. 

And so these periodic panics, par- 
ticularly banking panics, are due to the 
distrust of the community in the ability 
of the debtor to fulfill his engagements. 
The general desire on the part of the 
people at such times is to change their 
debtors. A run on a bank is simply 
this and nothing more. The people pre- 
fer to trust the bank on its notes rather 
than on deposit account, and so with- 
draw their deposits. If they distrust 
the bank note, they will ask for gold. 

A general liquidation is therefore a 
general change in the relation of debt- 
ors and creditors. 


& 


TRUST THE BASIS OF THE 
CREDIT SYSTEM 


N the end someone must be trusted. 
The laborer must trust his employer 
from week to week, that he will get his 
wage at the appointed time; the clerk 
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or salaried man from month to month. 
The physician trusts his patient, the 
minister his congregation. The farmer 
trusts the wholesaler, and the jobber 
the retailer. The retailer trusts the 
consumer and the consumer trusts the 
employer, so that it completes the cycle 
of credit—trust that at the appointed 
time payment in money or its equiva- 
lent will be made, and this confidence 
is the very bedrock of all national and 
individual well-being. And in the 
confidence that men will keep their 
engagements business moves. Moreover, 
out of this system of credit-trusting 
interest as a compensation for the use 
of money or credit arises. 

A bank is an institution where deposits 
of money are received and paid, where 
credit is manufactured and extend- 
ed to borrowers, and where the ex- 
change of property is facilitated. Hav- 
ing first acquired the confidence of the 
community, the bank extends its credit 
by purchasing interest-bearing securi- 
ties, mainly business men’s notes, pay- 
able at a fixed time, and giving the 
sellers the right to draw checks upon 
itself payable at sight. The amounts 
thus authorized to be drawn are 
termed deposits, the bank being liable 
for them in the same way as for ac- 
tua] money deposited. It is found in 
practice that a bank may safely ex- 
tend its credit to an amount much 
larger than its cash on hand, the ex- 
cess being an inexpensive but useful 
addition to the world’s instruments of 
exchange.* 

It is the business of the bank to 
deal in money, credit and credit instru- 
ments; to safeguard metallic money 
and create “paper money.” To buy 
credit instruménts and lend its funds 
on the strength of credit instruments. 


& 


MANUFACTURING CREDIT 


WE have said that a bank is a 
credit manufactory. This is its 
chief benefit to the community at large. 


*White, “Money and Banking.” p. 226. 
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It has the power to create credit, to 
make it effective. 

The ordinary American bank, wheth- 
er a national bank, a State bank, a 
trust company or a private bank, is an 
organization designed to collect the un- 
employed funds of the community in 
which it is located and to lend these 
funds to the borrowing community, 
which in a general way may be classi- 
fied as the trading element of that 
community. In short, the business of 
banking embraces primarily the fune- 
tion of collecting and lending capital. 
Banking, therefore, is the business of 
dealing in credits.* 

Let us follow briefly this creation 
of credit. Let us suppose that an 
individual starts a bank—to all in- 
tents and purposes as effective as a 
credit machine as a corporation. He 
has $10,000 capital of his own. His 
cash deposits reach the sum of $50,- 
000 and he has thus $60,000 in cash, 
consisting of gold, silver, gold and 
silver certificates and other forms of 
currency. He knows that as a general 
rule all the $50,000 deposits will not 
be called for at the same time. Ordi- 
narily this 2s true, and payment of only 
a small part will be required at one 
time; but when a larger portion than 
was anticipated is called for, suspen- 
sion of payment results. Moreover, 
there will be deposited, as a rule, daily 
about as much as is drawn out, so that 
the amount of cash is at the $60,000 
point most of the time. The banker 
argues that if with $10,000 of his 
own and a reputation for honesty and 
business sagacity, the public will trust 
him with $50,000 on the strength of 
his original capital, he can further ex- 
tend his operations by using the whole 
fund as a basis of credit. He can be- 
gin to operate a credit machine. His 
statement would now appear as follows: 


ASSETS 


*J. H. Talbert, Vice-President National City 
Bank, New York, lecture before New York 
Chapter. American Institute of Banking. 
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LIABILITIES 


COBTRRE cc cccccccccsccccscgcccees $10,000 
Due Gepositors .......cccccsccess 50,000 
BEE Naw aketeeesdeapedanssn oss $60,000 


OPERATING A CREDIT MA- 
CHINE 


"THE banker now begins to discount 

promissory notes and to make 
loans. He has found by experience 
that $10,000 in cash meets all his lia- 
bilities, and he can therefore safely 
extend credit to four times his cash 
holdings. He does not pay out money 
for the loans he makes, nor for the 
discounts, his clients being satisfied, 
and preferring to have credit on his 
books for the amount, against which 
they can draw their checks. We there- 
fore find his statement to be as fol- 
lows: 


ASSETS 
ID ys Bic wkcionnene aake $60,000 
Leans and discounts............. 200,000 
RS er ey ee $260,000 
LIABILITIES 
BEE acawedabsiondhecsnendee cee $10,000 
Be GND oc icin cciseccécesucs 250,000 
ME Sse tkhanwepewesadceunni $260,000 


If by this process the banker with 
but $60,000 in money has created 
something that will take the place of 
money in payment of obligations, he 
has created a new force in the world, 
and this force is credit. If all the 
depositors should draw their checks for 
the full amount due them and put them 
in circulation and they came home for 
payment in a short time, with but $60,- 
000 to meet them, the banker would 
soon become insolvent—unable to meet 
his obligations; but against the debts 
he has incurred, he has obligations due 
to him; and therefore he has taken the 
loans and discounted the notes with a 
view to their maturity, and out of the 
proceeds of the notes paid in he ex- 
pects to pay those who present checks. 
There is, therefore, a constant inflow 
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and outflow of cash, the one offsetting 
the other. 

Just what proportion of cash he 
must keep on hand to be safe, is the 
art of banking. To keep his assets 
“‘liquid”—that is, runring all the time, 
so that as funds are demanded funds 
will be received—this is to conduct a 
bank and keep it safe. If too large a 
portion of cash is on hand, evidently 
the profits will be less; if too little, a 
heavy demand cannot be met without 
sacrifice of some of the securities or 
calling loans. Some banks in the war 
period of 1914 had as high as fifty- 
one per cent. of their liabilities in 
cash—a very large and unprofitable 
amount. They were fearful that 
heavy demands would be made on them, 
and, therefore, allowed cash to accu- 
mulate until satisfied that there was 
enough. On the other hand, however, 
in ordinary times as low as fifteen per 
cent. is sufficient, and in savings banks, 
with the notice of withdrawal permis- 
sible by law and the widely scattered 
depositors and the constant inflow of 
cash, a reserve of less than ten and 
as low as five per cent. is ordinarily 
sufficient. 

The checks which are drawn against 
the deposit liability of the banker are 
as effective as the cash itself to settle 
debts. They do not circulate with the 
same freedom as money, inasmuch as 
they are of non-uniform denomination, 
and not so widely known as _ bank 
notes, and subject to fraud and for- 
gery; but they are a very potent force 
in the business world, it being esti- 
mated that fully ninety-five per cent. 
of transactions are carried on by their 
use, and in the wholesale trades in 
some sections ninety-eight per cent. of 
the bank deposits are in form of 
checks. 


& 


FORMS OF BANK CREDIT 


S a credit machine the bank cre- 
ates two main forms of circulating 
credits: bank notes and checks. The 
bank notes are merely its promises to 
pay on demand. The checks are sim- 
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ply the representatives of the book ac- 
counts. Thus, I have an account with 
a bank. The bank owes me so much 
money. The evidence consists of my 
account on its books and its account 
with me in the pass-book furnished for 
that purpose. I draw my check as 
my lawful right and send it to my 
creditor. I put that much of my ac- 
count into circulation. It passes from 
hand to hand, place to place, until it 
comes back to the bank for payment, 
when the debt to me is cancelled and 
the instrument no longer in effect. It 
is the same with the bank note. I 


. borrow, say, $100 from the bank. I 


receive in return for my note the prom- 
ises of the bank to pay to bearer the 
amount, which is represented by twen- 
ty of its promises to pay to bearer $5 
each on demand. I pay one debt after 
another, and place these in circulation. 
They remain out longer than my check, 
for anyone will accept them at their 
face value, and consequently they cir- 
culate more widely than my check, 
which has no standing where it is not 
known; for while checks come home 
quickly for payment, bank notes re- 
main out longer. But both are obliga- 
tions of the bank to pay money. 


& 


BANK-NOTE CREDIT 


HE banker, therefore, creates a 

very powerful form of credit in the 
bank note, which is nothing but his 
promise to pay to the holder of the 
note the amount named. It is, of 
course, issued in more elaborate form 
than the check, and is usually finely 
engraved to prevent counterfeiting. It 
may be secured by a general lien upon 
the banker’s assets. as in Canada; by 
a deposit of Government and other 
bonds, as in the case of the national 
bank notes; or by a combination of 
bonds and commercial paper, as in the 
case of the emergency currency issued 
by the banks in the summer of 1914: 
or by part gold and part commercial 
paper, as will be the notes issued under 
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the new Federal Reserve Bank Sys- 
tem. and as now obtains in Germany; 
but the elementary principle is the 
same in all cases—it is a promise of 
the bank to pay. There may be a 
fund held by some central authority 
out of which the notes will be paid as 
presented; or a fund lodged to guar- 
anty the payment of all notes issued 
by all banks, as obtains in Canada; but 
the point we now emphasize is the 
fact that by issuing a bank note the 
bank ineurs the same obligation that it 
does in certifying to a check, or in al- 
lowing its depositors to draw on it. 
The obligation of the bank on thé 
checks of its depositors and on its notes 
are identically the same—both are de- 
mand obligations. The customer issues 
his checks as needed, while the bank 
only issues its notes on request where 
checks (deposits) will not answer. For 
instance, a customer wishes a loan of 
$1,000 for the purpose of paying off 
the farm hands. Checks will not do. 
Wages as a rule must be paid in 


money. Therefore, the banker issues 
$1,000 of his own promises to 
pay—bank notes. Gold and _ silver 


might be given, but both are heavy 
and cumbersome. Therefore people 
generally have come to prefer paper 
money to metallic, using the latter 
chiefly for small change operations. 

The farm hands pay their grocer 
and butcher. who may in turn pass the 
notes on, or deposit them in the bank; 
and thus in due course they will come 
back like the check, and if the hold- 
er so demands, will be paid in coin as 
the promise contemplates. 

The bank notes will be paid out of 
the same fund as the checks, it being 
the privilege of the borrower to name 
which form of bank credit he prefers. 
The banker has no option in the mat- 
ter, but inasmuch as he deals largely 
with his own customers, he takes it 
for granted that most of his loans and 
discounts will become deposits. It 
matters but little to the banker which 
form of credit instrument is issued, 
but the bank check is less expensive 
than the notes, there being no tax on 
the former: but the latter stays out 


longer and are usually considered dis- 
tinctly profitable in their issue. 


& 


AN EXCHANGE OF CREDITS 


HEN the banker makes a loan or 

a discount he merely exchanges 
one form of credit instrument for an- 
other. For instance, he takes my note 
for $1,000 and hands me $1,000 of 
his bank notes. The obligation I have 
assumed to him is an asset; the obliga- 
tion he has assuined on the notes is a 
liability. The one appears on the left 
of the statement; the other on the 
right. And in the discount operation 
for cash (bank notes) the bank has ex- 
changed its note for a note. 

In the discount of commercial paper, 
the bank has exchanged a less known 
credit for a well-known credit. The 
credit of the maker of the note is not 
generally known, and, as in cases where 
commercial paper is bought in the open 
market from brokers, the credit of the 
maker is more or less a banking secret. 
The banker passes upon this credit, 
and becoming satisfied that it is good, 
issues in return for it his own credit 
instruments, and he has thus turned 
an unknown into a known credit. He 
has made a non-circulating credit cir- 
culating. He has made the credit 
divisible, usable and good. 

Bank notes, like checks, stay out 
only so long as they are needed. The 
individual who has a check, as a rule, 
deposits it promptly for collection; at 
least he should. He does not want to 
carry it around; it is idle money to 
him; he does not want to take the 
risk of the bank failing before the 
check is paid, and so sends it home 
promptly for redemption. The bank 
note follows the same rule. It stays out 
only so long as it is needed. __If there is 
an active demand for money, as for in- 
stance, in moving crops there will be 
large amounts of bank notes issued. As 
soon as the holder has no further use 
for the notes he deposits them in his 
bank, which in turn forwards for re- 
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demption to the issuing bank (through 
the Treasury Department at Washing- 
ton), and so bank notes appear and 
disappear as business demands, and 
checks likewise. 


& 


CERTIFICATION CREDIT 


HE bank not only creates credit 

and credit instruments, but certi- 
fies to credit. In the certified check 
it exchanges its own for the maker’s 
credit. The credit of the merchant or 
tradesman may be more limited than 
that of the bank, and by certifying to 
the maker’s credit, it makes it more ac- 
ceptable. It supplants his credit with 
its own. 

This function is quite largelv an 
American development. The certifying 
of a check is simply adding “accept- 
ed,” “good,” “good when properly en- 
dorsed,” “certified,” etc., on the face, 
after which when properly signed it 
becomes the obligation of the bank and 
not of the depositor. It means in 
banking practice that the bank has 
charged the amount to the drawer’s 
account and credited the same to “cer- 
tified check account,’ and holds the 
fund awaiting the return of the check 
for payment. It is most commonly 
used in Stock Exchange transactions, 
such operations being carried on quite 
largely by the use of certified checks. 

In the certification of checks the 
banker has therefore simply certified 
to credit. He has created no new 
credit, but a better class. The credit 
must be existent when the certification 
is made, and the act of certification in 
effect says to the world: “The depositor 
whose name appears as maker of this 
check has the amount to his credit in 
this bank. The signature is genuine. 
We certify to the same and agree to 
pay to the party to whose order this 
check is regularly indorsed the amount 
for which we have certified, upon its 
return, properly indorsed. The maker 
is discharged of his liability and we 
assume it.” 


It can readily be seen that this re- 
sults in the check having a wider and 
frecr circulation than would the 
maker’s individual order; for his was 
an order. while the bank’s certification 
has made it a promise. And certified 
checks to a very large extent circulate 
as money, being freely accepted, and 
are the medium of the large payments, 
as cash is the medium of the small. 

Of course. there is such a thing as 
a false certification, made in fraud, 
and this has no weight to bind the 
bank; but the certification, if regular, 
works as above noted, and the bank 
is responsible for the amount of its 
certification even though it has certified 
a raised check. But the bank could 
only charge the maker in the amount 
originally drawn. 

Having established his own credit, 
the banker thus trades upon that 
credit, by adding to, or supplement- 
ing, the credit of others, and he thus 
operates a credit machine. 


& 


ACCEPTANCE CREDIT 


[I the acceptance credit we have a 

form of* pure credit, although it may 
have security ultimately back of it; 
but as it operates, it is essentially 
credit, being based upon the standing 
of the acceptor, as a promissory note 
is based upon the credit of the maker. 

One striking difference between 
European and American banking lies 
in the form of credit extended. In 
the American bank a loan is primarily 
a cash advance. The banker may not 
actually lend the cash, but he must 
stand ready to redeem the checks 
drawn against the credit which he 
passes when a loan is made. If he is 
asked for a loan, he looks in his till, 
and if he finds a dollar he may lend 
four; and if he lends four, he must 
keep one in his till. Our system of 
reserves requires it. He must regulate 
his affairs according to his cash; while 
the European banker lends his credit. 
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He does not concern himself about the 
cash, for the contract of the one for 
whom he makes the advance is that 
he will have the funds in the banker’s 
hands when the acceptance-loan is due. 

The acceptance is highly developed 
in European countries, being a very 
common form of credit instrument. The 
operation of a bank acceptance will 
be seen by taking a typical English 
case. Let us assume that an importer 
of coffee in London is about to bring 
in a shipment from Brazil. He is in 
good standing at his bank and arranges 
the transaction through its office. 

The bank agrees with him that upon 
the presentation of a draft signed by 
the seller of the coffee, with docu- 
ments attached, they will accept it, and 
give him an instrument called a “letter 
of credit” to this effect. He sends the 
letter of credit to the coffee merchant 
in Brazil who draws a bill of exchange 
on the London bank, ships the 
coffee, attaches the bill of lading and 
insurance papers, and takes them to 
his local bank. The local bank being 
assured of having the bill taken care 
of in London, buys it of the coffee 
merchant and forwards to the London 
bank for acceptance. Upon reaching 
the latter, it will be “accepted,” after 
which it can be sold in the ppen mar- 
ket; for having the acceptance of a 
well-known Iondon bank it becomes 
“prime” paper—the very best. 

Let us see what this means. The 
bank has parted with no money. It 
has simply agreed that at the end of 
three months from the date of accept- 
ance there will be paid at its banking 
house, to the holder in due course, the 
amount of the bill. The merchant for 
whom the acceptance was made has 
agreed with the bank that he will have 
the funds in its hands to meet the ac- 
ceptance. By arranging the acceptance 
the merchant may obtain the goods and 
in the course of the term of credit 
turn them into funds, and with the 
proceeds of the sale make provision for 
the debt when due; and he has, with- 
out involving any money of his own, 
except his business capital, carried 
through a business transaction. 


The bill might have been drawn or 
the buyer and accepted for his account 
by the bank, or upon the bank direct; 
but by writing its name across the face 
the bank has given new power to a 
credit instrument—put it in position to 
circulate freely in the money market, 
and be taken without question by any- 
one looking for an investment. 

For thus lending his credit the bank- 
er will charge usually a quarter of one 
per cent. for three months; but since 
it involves no cash, but only credit, 
it is all profit to the bank. The rate 
at which paper bearing a first-class. 
bank acceptance will be discounted is 
so favorable that it will pay the mer- 
chant to pay the bank’s commission in: 
order to obtain the lessened discount 
rate. 

The acceptance form of bank credit. 
is not as yet a factor in American 
banking methods, but under the Fed- 
eral Reserve Act and the New York 
Banking Law, banks may make these 
acceptances and are already doing so,. 
there being upwards of $15,000,000 in 
banks and trust companies in New 
York on July 1, 1914, when the State 
system had hardly begun to operate, 
and the Federal Act not then in ac- 
tive operation. 

This power to make an acceptance is. 
the highest form of bank credit and 
enables a bank to capitalize its credit 
and make it effective. Imagine with 
what readiness a draft accepted by the 
National City Bank of New York 
would sell anywhere. The buyer would 
not care who made the draft, or on 
whom drawn, as long as the name of 
the National City Bank appeared 
thereon, it would pass in any market 
where the National City Bank was 
known. And all this without the use 
of a single dollar of money. The 
great London banks have out in ac- 
ceptances about $100,000,000 all the 
time, and by so doing they add this 
much to the working capital of the 
country. 

In times of stress these acceptances 
may be discounted freely at the central 
banks, being “two-name paper” as re- 
quired by their rules; and by the re- 
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discount system they are turned into 
a circulating medium—bank notes, 
freely accepted everywhere. 


& 


THE LIMITS OF BANK CREDITS 


HERE is a limit to bank credit in 

this country, based upon our sys- 
tem of rigid reserves, which until the 
enactment of the Federal Reserve Law, 
was as high as twenty-five per cent., 
now reduced to eighteen per cent. Part 
of this could be kept in other banks, 
and part in cash in its vaults; but the 
reserve must be maintained as a matter 
of complying with the law. But what- 
ever the amount of the cash in re- 
serve, it is obvious that the bank with 
$60,000 in cash cannot meet a sudden 
demand on the part of its depositors 
for three times that amount unless it 
can quickly obtain the money due it 
on loans. These may not mature 
quickly enough to satisfy the demands 
of depositors, and nothing but bank- 
ruptcy follows. If there can be found 
a way by which these promissory notes 
may be turned into money before they 
are due---their payment anticipated; 
if the bank which holds them can sell 
them to some other bank that may have 
money to spare, such a condition can 
be avoided. 

There has probably never been a 
case where all the bank’s deposits were 
called for at one time, but something 
approaching it was experienced in 1907 
when one bank paid out as high as 
seventy per cent. of its deposits in a 
few weeks. This is said to have been 
the most memorable run ever experi- 
enced by a bank without closing its 
doors. 

Up to the present time, we have had 
no institution or class of institutions 
equipped for rediscounting, and banks 
facing a sudden demand for liquida- 
tion by depositors could only gain 
help by selling (rediscounting) their 
note holdings to a correspondent, or 
by selling securities. The former 
might not be possible and the latter 


costly. But under the Federal Re- 
serve Act a bank can now send the 
paper it holds to its Federal Reserve 
Bank for rediscount, the latter making 
payment for the same by issuing its 
notes on the security of the commer- 
cial paper so deposited. In other 
words, on the strength of the promises 
of a number of approved merchants 
and others to pay a certain amount at 
a certain time, the Federal Reserve 
Bank will issue its notes which promise 
to pay on demand a specified sum, 
there being a margin for safety to al- 
low for possible shrinkage. This is 
the principle of the clearing-house loan 
certificate elsewhere described. Thus 
we have a bank and a central bank cre- 
ating credit instruments, making cir- 
culating credits out of fixed credits, 
backed in the main by other credit in- 
struments—promises to pay—and ulti- 
mately gold. 

There is thus a limit to a bank’s dis- 
counting powers—this limit being the 
probable call of its depositors. The 
law may estimate that twenty-five per 
cent. cash on hand is sufficient; but the 
banker himself must be the best judge. 
The penalty for over-discounting is the 
probable difficulty that might arise if 
more than the estimated portion de- 
manded their money at one time. The 
advantage of large discounts and low 
cash is the profit that arises; for the 
larger the loans and the less the idle 
money, the more the resultant profit to 
the bank. In England there is no law 
as to reserves, the banks being free 
agents, regulating their reserves ac- 
cording to the conditions, expanding 
and contracting as the occasion war- 
rants; and English banks have an en- 
viable reputation for the quality of 
their administration. 

But the great central bank stands as 
the backbone of the banking system, 
not operated for profit but service, and 
which can and in Europe does carry 
large cash reserves (in France as high 
as seventy-five per cent.), so that de- 
mands can be met and rediscounts made 
under all conditions. The strength of 
the Bank of England was never better 
shown than in the present war, during 
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which it has accumulated the largest 
gold fund in its history. discounting at 
normal rates, and throughout the crisis 
proven its title as “the greatest bank 
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in the world,” because greatness in in- 
stitutions as well as men is measured 
by the way they conduct themselves in 
trying times. 


Banking and Commercial Law 





CASE COMMENT AND REVIEW 





Shoes as Special Deposit 


BANK has broad powers—broad 
A yet narrow. It cannot speculate 

in real estate, but may take it 
for debt. The law recognizes the fact 
that it is better to violate a banking 
principle than to suffer loss, and so 
permits a bank to do things to avoid 
a loss that it would not permit it to do 
to make a profit. And it permits it to 
do many things as incidental to its 
business as a public servant which are 
outside the pale of its functions of 
discount, deposit and note issue. 

But when a shrewd lawyer tries to 
construe as a special deposit a lot of 
shoes stored in the back end of a bank, 
under agreement by the cashier to de- 
liver them to the proper party upon 
fulfilling certain agreements entered 
into between the parties in interest, the 
law draws the line, and fails to see 
wherein the specialty arises. Shoes 
might be good assets, good collateral 
and feel good on the feet, but they 
have no place in banking deposits, 
either general or special. (See Ameri- 


can Nat. Bank vs. E. W. Adams & 
Company in this issue.) 
co 


Pledge of Installment Leases 
THe selling of goods on the install- 
1 


ment plan is by no means a new 
idea, there being such houses in New 


York over a century old. The busi- 
ness has grown to enormous propor- 
tions, branch houses alone doing a 
gross business of two million and 
more yearly. 

Such goods are sold either on chat- 
tel mortgage or conditional bill of sale, 
the security lying in the lien on the 
property, and fulfillment of the condi- 
tions depends upon the earning power 
of the debtor. 

The financing of such business re- 
quires considerable capital, for the 
goods are sold with but a small initial 
payment, the balance running over a 
period of from six months to two 
years. 

With a deposit of only ten per cent., 
it becomes necessary to finance the bal- 
ance. This can be done either by 
borrowing or from capital funds. The 
security, while good, is slow in realiza- 
tion and expensive to collect. Such 
“leases.” as they are called, are often 
pledged for advances, to banks and 
money lenders, and in this number we 
present a New York case where an in- 
stallment concern went bankrupt and 
had pledged its leases for advances to 
another corporation. The court holds 
the contract to be void as against the 
banking and corporation laws of New 
York, as unauthorized banking; but 
this does not render the leases void 
or entitle the trustee to avoid the obli- 
gation to repay the loan. (See Ernst 
vs. Terminal Warehouse Company in 
this number.) 
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Special Deposit 
OKLAHOMA 


Authority of Cashier—De posits 


Supreme Court of Oklahoma, Sept. 22, 1914. 
Rehearing denied Oct. 20, 1914. 


AMERICAN NAT. BANK YS. E. W. ADAMS & CO. 


A national bank is not bound by the acts 
of the cashier when acting beyond the 
scope of his authority. A stock of shoes 
stored with a bank upon agreement of the 
cashier to deliver to proper party upon 
fulfilling certain stipulations entered into 
by the parties, are not a special deposit, 
and such agreement will not bind the bank, 
but the cashier may be held personally. 


5) 


CTION by E. W. Adams & Com- 
pany against the American Na- 
tional Bank and another for possession 
of a stock of shoes. Judgment for 
plaintiffs, and defendants bring error. 


Modified and aflirmed. 
it 


STATEMENT OF FACT 


HIS action was instituted by E. 

W. Adams & Company against the 
American National Bank and F. E. 
Adams, the cashier, for possession of 
a stock of shoes of the alleged value of 
$193.49. E. W. Adams & Company 
had at some time previous thereto been 
in the mercantile business in Kansas. 
They left Kansas and opened up a 
store in Oklahoma. Soon thereafter 
the stock of shoes in question was at- 
tached by the Elliot-Kendall Shoe 
Company, the shoes being of the Elliot- 
Kendall brand and having been pur- 
chased from such company by the 
Adams Company. When the order of 
attachment was served, Adams & Com- 
pany and the Elliot-Kendall Shoe Com- 
pany, and their attorneys, entered into 
a stipulation wherein it was agreed 
that the stock of shoes should be 
stored in the back end of the American 


National Bank. to be turned over to the 
Elliot-Kendall Shoe Company on or be- 
fore a certain date, provided such Shoe 
Company delivered to E. W. Adams & 
Company a warranty deed to certain 
lots or tracts of land situated in Ham- 
ilton county, Kan.; but, in the event 
such deed was not furnished within the 
time specified, then the stock of shoes 
should be turned back to EL. W. Adams 
& Company. 

The bank, through its cashier, F. E. 
Adams, accepted an indemnity bond 
from the Flliot-Kendall Shoe Com- 
pany, and agreed to permit the stock 
of shoes to be stored in the back end 
of the bank and guaranteed that de- 
livery of same should be made to the 
party entitled thereto according to the 
terms in the stipulation signed by the 
Elliot-Kendall Shoe Company and by 
FE. W. Adams & Company. 

A deed to the land in question was 
received through the mail by the Amer- 
ican National Bank in due time, and 
the parties and their attorneys notified 
of the receipt of same, pursuant to 
which notice FE. W. Adams & Com- 
pany and the attorney for the Elliot- 
Kendall Shoe Company appeared at the 
bank examined the deed and held a 
conference as to what should be done 
in the premises in reference to the ac- 
ceptance of the deed by Adams & Com- 
pany and the turning over the stock 
of shoes to the Flliot-Kendall Com- 
pany. 

It is claimed by the bank, and so 
testified to by the cashier, Adams, and 
some of the other bank employees, 
that the deed was turned over to Adams 
& Company, and was accepted by it and 
retained possession of by such com- 
pany. On the other hand, it is 
claimed by Adams & Company that 
such deed was unsatisfactory and not 
according to the stipulations, being 
a quit claim instead of a warranty 
deed, and was not accepted, but was 
left in the bank. Pursuant to such 
conference. however, the stock of shoes 
was turned over to J. M. Humpreys, 
attorney for the Flliot-Kendall Shoe 
Company. 


Subsequently FE. W. Adams & Com- 
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pany. claiming to have rejected the 
deed on the ground that it was not 
according to stipulations, and on the 
ground that they had left same with 
said bank. or the cashier thereof, de- 
manded return of the stock of shoes. 
This being refused, suit was brought 
against the bank and F. E. Adams, 
the cashier, for possession of the shoes 
or the value thereof. The cause was 
tried, resulting in «a verdict and judg- 
ment in favor of E. W. Adams & 
Company for the return of the stock 
of shoes, or the value thereof, and 
from such judgment the bank and F. E. 
Adams appeal to this court for review. 


Fos 


OPINION OF THE COURT 


ARRISON. C.: A number of as- 
siguinents are urged for reversal, 
the decisive one being that the guaran- 
ty that the stock of shoes would be 
turned over to the proper party ac- 
cording to the stipulation between the 
parties was signed by the cashier of 
the bank; that such a contract of 
guaranty was out of the line of the 
bank’s regular business under its char- 
ter, and outside of the line of authority 
of the cashier, and therefore ultra 
vires, and not binding on the bank. 
A great number of authorities are 
cited by plaintiffs in error in support 
of the contention that a corporation 
cannot ke bound by acts of its officers 
outside of their scope of authority. 
The authorities cited seem to be well 
in point and to overwhelmingly sup- 
port this contention. We have exam- 
ined them, but find that none of them 
pass on the exact question whether the 
hank, in accepting the stock of shoes 
as a special deposit under the cireum- 
stances of this case, was exceeding the 
powers contemplated in the national 
banking act. or whether it was acting 
within the margin allowed to a nation- 
al bank under the provisions of its 
charter and the provisions of the na- 
tional banking act in carrying on its 
regular business. 


On the other hand, it is contended 


by defendant in error that this was in 
the nature of a special deposit, and as 
such came within the line of the bank’s 
regular business, at least, within the 
scope allowed banks in carrying on 
their regular business, and, being a spe- 
cial deposit in line with the bank’s reg- 
ular business, its cashier had authority 
to accept such as a special deposit. and 
that the bank was hound by his acts. 
The rule that a bank is bound by the 
acts of its cashier in uccepting deposits 
which come within the scope and mean- 
ing of the term “special deposits,” has 
vel! settled as to admit of 
but little question. See Case vs. Bank, 
100 U. S. 446, 25, L. Ed. 695: 4 
Thompson on Cor., $ 4765. But the 
exact question in the case at bar is 
whether an agreement that a stock of 
goods should be stored in the back 
end of a bank building is such a trans- 
action as comes within the general 
scope and meaning of the term “spe- 
cial deposits.” A number of very 
strong and able decisions are cited by 
defendant in error in support of the 
coutention that this was a special de- 
posit. But from an examination of the 
authorities cited, and of many others 
touching upon the question, we find 
that in each case the courts were deal- 
ing with. and had in contemplation 
such deposits as notes, stocks, bouds, 
securities, etc.. the handling of which, 
in their very nature comes, at least 
partially, within the regular line of 
tanking business. One of the streng- 
est cases cited is the case of First 
National Bank vs. Graham, 100 U. S. 
699. in which the court said: 


become so 


The forty-sixth section of the banking act 
of 1864, which authorizes a national bank 
* * * to deliver special deposits, pes 
implies clearly that a national bank, as a 
part of its legitimate business, may receive 
such special deposits. 

Conceding for the moment that the con- 
tract was illegal and void, for the reason 
alleged in behalf of the bank, the conse- 
quence insisted upon would by no means 
follow. There was no moral turpitude on 
either side—certainly none on the part of 
the depositor. She was entitled, at any 
time, to reclaim the securities. The bank 
was bound in good faith and in law to re- 
turn them, or to keep them, without gross 
negligence, until they were called for. 
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This language might be taken to 
mean that, though the contract between 
the bank and the depositor was illegal, 
yet the bank would be held liable for 
negligence in the loss of the deposits. 
But here again it must be borne in 
mind thet the question of whether the 
act of receiving the deposit was the 
act of the bank, cr the mere act of the 
cashier, was not involved in the case 
at bar, and the court had in mind 
such special deposits as ordinarily come 
within the course of the banking busi- 
ness, and did not have in contemplation 
the character of transaction invelved 
in the case at bar. The court concludes 
its opinion as follows: 


It would, undoubtedly, be competent for 
a national bank to receive a special deposit 
of such securities as those here in question, 
either on a contract of hiring or without 
reward, and it would be liable for a greater 
or less degree of negligence accordingly. 
We do not mean that it could convert itself 
into a pawnbroker’s shop. That subject 
involves topics alien to the case before us, 
and which in this opinion it is unnecessary 
to consider. 


In the case at bar the stock of shoes 
was permitted to ke stored in the back 
end of the bank, doubtless in an empty 
room not used by the bank in the regu- 


ular course of its banking business, 
and under the circumstances we view 
the transaction as more in line with 


the business of warehousemen receiving 
goods for storage than in tine with 
transactions ordinarily carried on 
through banks. It is intimated in 
Bank vs. Graham, supra, that “a bank 
could not convert itself into a pawn- 
breker’s shop.” and we believe the 
reason is equally strong for holding 
that it could not convert itself into a 
cold storage establishment or a com- 
pany of warehousemen. We do not be- 
lieve the transaction in question comes 
within the scope of banking business, 
nor that the cashier had authority to 
bind the bank by his acts in such trans- 
action. It is apparent from the ree- 
ord, that the defendant in 
error entered into this agreement in 
good faith. As stated in the body of 
the opinion in Bank vs. Graham, supra: 


however, 


There was no moral turpitude on either 
side, and certainly none on the part of the 
depositor, 


In the case at bar, E. W. Adams & 
Company in good faith contracted with 
Elliot-Kendall Shoe Company that, 
upon receipt of a warranty deed to 
the certain tracts of land in Kansas, 
the stock of shoes should be turned 
over to such shoe company. and, in 
the event such warranty deed was not 
executed to them, that they should re- 
ceive the stock of goods themselves, 
and both parties agreed with the 
cashier of the bank, in good faith, 
that the cashier would see that the 
terms of the contract were faithfully 
carried out. It appears from the rec- 
ord that, instead of the warranty deed 
as contracted for, a kind of release 
and quit claim deed was sent to the 
bank, and that such instrument was 
not accepted by E. W. Adams & Com- 
pany. It is true that there was a con- 
flict in testimony as to whether Adams 
& Company accepted the deed, or 
whether they refused it and left it in 
the bank; but this was merely an is- 
sue of fact, which was submitted to the 
jury and found in favor of FE. W. 
Adams & Company, and we do not feel 
authorized to disturb the jury’s finding 
in this regard. Hence, in view of the 
fact that a warranty deed was con- 
tracted for. that a quit claim deed was 
sent instead. and in view of the jury’s 
finding that such quit claim deed was 
not accepted by E. W. Adams & Com- 
pany, and the further fact that said 
Adams & Company entered into the 
agreement in good faith with F. E. 
Adams, the cashier of the bank, as a 
voluntary bailec. to see that the stock 
of shoes was delivered according to 
stipulation between the parties, and in 
view of the further fact that the said 
cashier upon his own authority turned 
such stock over to the Elliot-Kendall 
Shoe Company, we believe that said 
cashier, F. E. Adams, should be held 
personally liable to E. W. Adams & 
Company for the return of the 
shoes in question, or the value thereof. 

The judgment of the trial court 
should therefore be modified, so as to 
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render F. 7. Adams liable for the re- 
turn of the stock of shoes in question, 
or the value thereof. 
PEFR CURIAM. Adopted in whole. 
143 Pac. Rep. 508. 


io 4 


Relation of Bank to Depositor 


GEORGIA 


Collections—Right to Cancel Credit — 
Bill of Lading 


Court of Appeals of Georgia, Oct. 20, 1914. 


FIRST NAT, BANK OF FAYETTEVILLE, TENN.. VS. 
MCMILLAN BROS. 

The rule that the title to money placed 
in a bank on general deposit passes immedi- 
ately to the bank, and the relation of debtor 
and creditor is thereby established, and. the 
credit of the banker is substituted for the 
money, applies also to checks or drafts, 
where they are received on deposit to be 
treated as cash, and this is the intention of 
both parties. 

CTION by MeMillan Bros. against 

L. C. Strong & Son, whereia 
garnishment process was served on the 
Bank of Acworth, the holder of a fund 
claimed by the First National Bank of 
Fayetteville, Tenn. Judgment for 
plaintiff in justice court, and on cer- 
tiorari to the superior court, and the 
claimant brings errcr. Reversed. 


Ps 
pe 


STATEMENT OF FACT 


HE evidence for the plaintiffs 

showed that on April 1, 1913, they 
purchased from the defendants, L. C. 
Strong & Son, who resided without the 
State of Georgia, a carload of ear 
corn, and that there was a shortage in 
this car of corn of 2,985 pounds. for 
which the defendants were indebted to 
the plaintiffs in the sum of 29.85; 
that the plaintiffs paid Strong & Son 
for the full ear of corn; that Inter an- 
other corn was shipped by 
Strong & Son to the plaintiffs, con- 
signed to the order of the shipper. 


ear of 


with order to notify the plaintiffs, and 
a draft for its price $352.40, was 
drawn on the plaintiffs by Strong & 
Son, payable to the order of the First 
National Bank of Fayetteville, Tenn., 
and the draft, with the bill of lading 
attached, was deposited with the bank 
by Strong & Son to their credit; and 
that the plaintiff's accepted the draft 
and paid it to the Bank of Aeworth, 
to which it had heen forwarded by the 
Virst National Bank for collection, re- 
ceived from the Bank of Acworth the 
draft with the bil! of lading attached, 
and received the corn from the railroad 
company, and thereupon sued out this 
attachment. 

The evidence of the cashier of the 
First National Bank of Fayetteville, 
Tenn., in hehalf of the claimant, 
showed that Strong and Son were reg- 
ular customers of that bank, and that 
the claimant owned the draft in ques- 
tion; that it paid Strong & Son this 
amount for the draft and the bill of 
lading attached thereto; that the wit- 
ness, as its cashier, sent the draft, with 
the hill of lading attached, to the Bank 
of Aeworth fer collection, and looked 
to the bank of Aeworth for the pay- 
ment of the draft: that no one but the 
claimant owned any interest in the 
draft at the time it was forwarded for 
collection or afterwards; that Strong 
& Son were the customers of the claim- 
ant. and it habitually received drafts 
frem them. together with checks and 
eash, whieh it placed to their credit, 
less the usual eests on drafts; that it 
did not drafts for collection, 
but received them as cash, and placed 
the preeeeds to the credit of Strong & 
Son. 

That. when the bank received a 
draft for collection for any customer, 
the draft was net placed to the credit 
of the enstomer, but was simply en- 
tered upon the collection book of the 
bank, and the customer’s account was 
only credited therewith when returns 
were received: that the draft with the 
bill of lading attached was purchased 
from Strong & Son in the usual way 
of handling their business, the draft 
coming to the bank through the mail, 


receive 
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together with other drafts and nothing 
was said in reference to the transac- 
tion, the business coming in the usual 
way; that in the event the bank should 
fail to collect the draft on MeMillan 
3ros. the amount of the draft would be 
finally charged up to Strong & Son 
on the the bank; that any 
draft received from Strong & Son and 
for any reason returned unpaid would 
be charged against them: that the car- 
load of corn “belonged with” the bill 
of lading attached to the draft, the 
draft being the property of the bank; 
that the bank did not purchase produce 
from Strong & Son, but purchased 
drafts to which bills of lading were 
attached. and when the produce was 
shipped to the shippers’ order it was 
the custom of the bank to have the 
drafts indorsed by the shippers; that 
Strong & Son would pay all costs of 
the suit. 

Statements of the account of Strong 
& Son with the First National Bank of 
Fayetteville, Tenn., during the months 
of March and April, 1913, showing 
items deposited and amounts checked 
out by Strong & Son. were verified by 
the cashier and introduced in evidence. 
These statements of account showed 
deposits made from day to day from 
the first day of March, 1913, up to 
and including May 8, 1918, and 
amounts drawn by Strong & Son by 
check from day to day, during the 
same period. The deposits aggregated 
$10,329.74. and the checks $8,869.44, 
thus leaving a balance on May 8, 1913, 
of $1,460.80 in favor of Strong & 
Son. An itemized list of drafts, ete., 
deposited with the First National 
Bank by Strong & Son during this 
period, shows that the draft in ques- 
‘tion’ was deposited to the credit of 
Strong & Son. The plaintiffs intro- 
duced testimony of the cashier of the 
Bank of Aeworth and of the cashier of 
the S. Lemon Bank, as to the custom 
of ‘banks in giving customers credit 
for drafts left with them for collec- 
tion, to the effect that, if such drafts 
were not paid, it was customary to 
charge them against the customer’s ac- 
count. 


beoks of 


OPINION OF THE COURT 


ADE, J.: “When money _ is 

placed in a bank on general de- 
posit, the title to the money immedi- 
ately passes to the bank, and_ the 
relation of debtor and creditor is 
created between the bank and the de- 
positor. The moment the deposit is 
made the credit of the banker is sub- 


stituted for the money.” McGregor 
vs. Battle, 128 Ga. 577. The same 


rule applies to checks or drafts de- 
posited by a customer, if when de- 
posited they are regarded by both par- 
ties as equivalent to so much cash. The 
transaction amounts to a purchase of 
the check or draft by the bank, and 
the bank becomes responsible to the de- 
positor for the amount thereof. It 
must appear, however, that the check 
on draft was received as a deposit, to 
be treated as cash, and that this was 
the intention of both parties. 

If the check or draft is deposited 
for collection, then it is clear that the 
bank does not take title, but merely 
undertakes to act as agent for collec- 
tion, the title to the check or draft re- 
mains in the depositor, and the rela- 
tion between the parties is that of 
principal and agent, and not of debtor 
and creditor. Fourth Nat. Bank vs. 
Mayer. 89 Ga. 108; Freeman vs. Ex- 
change Bank, 87 Ga. 45; Bailie vs. 
Augusta Savings Bank, 95 Go. 277; 
Morris vs. Eufaula Nat. Bank, 1 
Ala. 580. If the parties intend to 
treat such paper as eash, title passes 
at once upon receipt of the depesit by 
the banker: but if the intention is that 
the bank shall not be responsible ex- 
cept as an agent for collection, title 
remains in the depositor throughout. 
The difficulty in determining the rela- 


é , 
9° 


tion between the parties lies in the 
determination of their mutual intention, 
and this must of necessity depend 


upon the individual facts of each case, 
so that the question is one rather of 
fact than of law. Balbach vs. Freling- 
huysen (C. C.) 15 Fed. 675; City of 
Somerville vs. Beal (C. C.) 49 Fed. 
799. 

When checks or drafts are deposited 
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in a bank, the presumption is that they 
are deposited for collection merely; 
and not as cash; but where a check or 
draft is drawn in favor of a_ bank 
holding it, or with which it is deposit- 
ed the contrary presumption 1s au- 
thorized. Gettysburg Nat. Bank vs. 
Kuhns, 62 Pa. 88. It appears to be 
well settled that merely crediting a de- 
positor with the amount of a check, 
whether this be done in his pass-book 
or upon the books of the bank, is by 
no means conclusive evidence that the 
paper was received as cash, or other- 
wise than for collection. 

A credit so made in anticipation of 
collection will be deemed merely pro- 
visional, and the bank may cancel the 
eredit, or charge back the paper to the 
customer's account, if it is not paid by 
the maker or drawer. National Gold 
Bank vs. McDonald. 51 Cal. 64, and 
numerous other authorities. Upon the 
other hand, if the parties intend the 
title to the paper shall pass (from 
whatever evidence or curcumstances 
this may appear), the mere fact that 
it is agreed or understood that the bank 
will have the right to charge the 
amount of the paper back to the de- 
positor in case it prove to be uncol- 
lectible will not change the relation of 


debtor and creditor. Brusegaard vs. 
Ueland, 72 Minn. 283; Ayres vs. 


Farmers’, ete., Bank, 79 Mo. 421. 

It has heen held in some cases that 
the fact that one had the privilege of 
drawing against a check deposited in 
bank by him even before it was col- 
lected. was inconsistent with any trans- 
action which did not vest in the bank 
the title to the paper. That fact is 
undoubtedly strong evidence of the 
mutual intention that the bank should 
become wholly responsible for the 
check or draft. though it has been held 
in some jurisdictions that the con- 
trary may still be shown by evidence 
or implied from other facts. 

It seems to be well settled that a 
bank takes title to the proceeds of a 
check or draft deposited with it for 
collection, immediately upon crediting 
the depositor with the amount of the 
proceeds. The bank occupies the posi- 


tion of an agent for collection until 
the proceeds are actually received and 
credited, whereupon it takes _ title 
thereto, and the relation of creditor 
and debtor results, instead of that of 
princip:! and agent. By the weight of 
authorities this appears to be true, be- 
cause it is a universal custom of bank- 
ers so to credit the proceeds of a paper 
deposited for collection, and because, 
in the absence of an agreement to the 


contrary. the parties would be pre- 
sumed to have contracted with a view 


to this custom. 

It has heen held by our Supreme 
Court that, where a common carrier re- 
ccives goods consigned to the order of 
the shipper. with direction to notify a 
designated person at the place of de- 
livery, and issues to the consignor a 
bill of lading, which the consignor at- 
taches to a draft for the price of the 
goods, drawn by him on the person to 
be notified, and he delivers the draft 
and the bill of lading, indorsed in 
blank, to his bank, to be placed to his 
credit on his general account, and the 
amount of the deposit is actually cred- 
ited to the general account of the con- 
signor and depositor, who has the right 
to check against the deposit, and does 
in fact actually draw against it, the 
bank acquires title to the goods repre- 
sented hy the bill of lading, and _ its 
title can be asserted against the lien 
of a subsequent attachment creditor of 
the consignor. Alexander vs. First 
National Bank, 140 Ga. 266; National 
Bank ef Webb City vs. Everett, 136 
Ga. 872: Fourth National Bank vs. 
Mayer, 89 Ga. 108. It will be noted, 
in each of the cases above cited, the 
fact that the depositor had the right 
under the agreement between himself 
and the bank. to check against a de- 
posit of this character and did in fact 
draw or check against such deposits, 
and that his checks or drafts were 
henored by the bank, appears largely 
te determine the relation between the 
depositor and the bank, and thereby 
determine the title to the check or 
draft. or to the proceeds arising there- 
from. 

Tt will be observed that in the testi- 
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mony in behalf of the claimant in the 
present case it is not in so many words 
stated that Strong & Son had the right 
to check against the draft deposited to 
their credit in the First National Bank; 
but the cashier of that bank testified 
absolutely and unequivocally that the 
title te the draft passed to the bank 
at the time of the deposit, that the 


bank purchased the draft with the 
bill of lading attached thereto, and 


ever since owned and still owned both 
the draft and the bill of lading. Also 
the accounts introduced in evidence 
showed that numerous drafts, includ- 
ing this draft, were deposited by 
Strong & Son with the First National 
Bank during the months of March and 
April, 19138, and that throughout the 
same period they drew checks against 
their general account with this bank, 
aggregating a large amount and ap- 
parently drawn against the various 
- drafts deposited, so that the bank’s 
accounts appear to supply definitely 
evidence that the draft in question was 
not only deposited to the general credit 
of Strong & Son, but was checked 
against by them. As said above, even 
without affirmative proof, there is a 
presumption that a draft deposited 
with a bank is deposited for collection; 
but. where the draft is drawn in favor 
of the bank itself .the presumption is 
that it was deposited absolutely with 
the bank, and that title thereto passed 
to the bank. The fact that the bank 
cashier testified that the amount of the 
draft, if not collected, would be 
charged back to Strong & Son, would 
not itself change the relation between 
the parties. 

The plaintiff's recovery appears to 
have been predicated upon proof of 
certain circumstances which tended in 
some degrce to show the relation be- 
tween the First National Bank and 
Strong & Son to be that of principal 
and agent, rather than that of creditor 
and debtor; but these circumstances, 
slight at best. must yield to absolute 
and undisputed testimony of the 
cashier of the First National Bank 
(to say nothing of the presumption 
created by the fact that the draft was 


drawn in favor of the bank) that this 
bank was the actual owner of the drafts 
with the bill of lading attached there- 
to, and hence of the proceeds arising 
therefrom, especially since the bank’s 
accounts which were introduced, supply 
evidence that the draft was subject to 
check, and was actually checked 
against, by Strong & Son, thus bring- 
ing the case precisely under the de- 
cisions in Fourth National Bank vs. 
Mayer. National Bank of Webb City 


vs. Everett. and Alexander vs. First 
National Bank. See, also, Elberton 
Grocery Company vs. First Nat. 


Bank, 2 Ga. App. 418, 59 S. E. 1129; 
Akers vs. Jefferson County Savings 
Bank, 120 Ga. 1066, 48 S. E. 424. 

Undoubtedly, therefore. the title to 
the draft passed to the First National 
Bank at the time it was deposited with 
that bank to the credit of Strong & 
Son on their general account, and 
hence the funds in the Bank of Ac- 
worth, arising from the draft, were 
not subject to garnishment, and_ the 
judge of the superior court consequent- 
ly erred in overruling the certiorari. 

It is unnecessary to discuss the 
question whether a_ non-suit should 
have been awarded, as other evidence 
was introduced after the refusal to 
grant a non-suit, and the case was 
finally determined on the entire evi- 
dence, which is all under consideration 
in this case. 

Judgment reversed. 

83 So. Rep. 150. 


7 


Pledge of Installment Leases 


New York 


Contracts—-Ultra Vires—Unauthorized 


Banking 


New York Supreme Court, Special Term. 
New York County, June, 1914. 


ERNST VS. TERMINAL WAREHOUSE CO. 


A contract made by an installment house 
whereby leases on goods sold on the in- 
stallment plan were pledged as collateral 
security for a loan, is void under the cor- 
poration and banking laws of New York, 
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which prohibit unauthorized banking; but 
this does not entitle the trustee of the 
bankrupt borrower to avoid the obligation 
to repay them. 

& 


CTION by Irving L. Ernst, trus- 

tee in bankruptcy of the Grand 
Union Company, against the Terminal 
Clearing House Association. | Com- 
plaint dismissed. 


& 


STATEMENT OF FACT AND 
OPINION 


ORD, J.: Plaintiff is a trustee in 

bankruptcy. The bankrupt, a do- 
mestic business corporation, held cer- 
tain leases calling for weekly, semi- 
monthly and monthly payments on 
pianos, organs and sewing machines de- 
livered to its customers on the “in- 
stallment plan.” In need of cash, it 
entered into a contract with the de- 
fendant, likewise a domestic business 
corporation, under whose terms the lat- 
ter company advanced to it certain 
sums of money on the leases as col- 
lateral security. 

At the time of the bankruptcy a 
substantial sum remained unpaid by 
the bankrupt. The trustee in bank- 
ruptey brings this suit in equity, de- 
manding that the contract be declared 
null and void; that the defendant be 
ordered to account to the plaintiff for 
all moneys received by defendant on 
account of said leases or conditional 
contracts and to pay over to plaintiff 
such money; that the defendant be or- 
dered to account to the plaintiff for all 
pianos, sewing machines, and organs, 
received by the defendant from the 
vendees named in the leases or condi- 
tional contracts of sale hereinbefore 
referred to and to turn over to plain- 
tiff said property or the value thereof ; 
that defendant be ordered to turn 
over to plaintiff all leases or condi- 
tiona] contracts of sale received by de- 
fendant from the Grand Union Com- 
pany, bankrupt as hereinbefore set 
forth; and that defendant be perma- 
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nently restrained from receiving any 
moneys or property on account of the 
collateral hereinbefore referred to and 
from in any manner interfering in the 
collections thereof by the plaintiff. 
These demands are made upon the 
ground that the contract is ultra vires 
and void. 

There is little doubt in my mind 
that the business done by the defend- 
ant with the bankrupt was prohibited 
by Section 22 of the General Corpo- 
ration Law and by Section 107 of the 
Banking Law, and that the transac- 
tions were ultra vires of the corpora- 
tion. 

Banks call advancing money to their 
customers “discounting,” but the bor- 
rower calls it “loaning or lending 
money.” That is what it is in essence, 
and that is what the defendant and 
the bankrupt did. It is exactly what 
the statutes forbid to be done by a 
corporation organized under the Busi- 
ness Corporations Law, and no _hair- 
splitting distinctions in nomenclature, 
verbiage, or phraseology can disguise 
the fact. 

So far as the prohibition of the 
Banking Law and the General Corpo- 
ration Law is concerned, the statute 
prescribes its own penalty, namely, 
that the “securities * * * made or 
given * * * shall be void.” That pen- 
alty is laid upon the lending corpora- 
tion and it may not be extended. It 
probably renders the written contract, 
or, more precisely, the written evidence 
of the loaning and borrowing contract, 
void. Ordinarily a note or bill is 
given to secure the loan, but security 
in that form is lacking here. The 
money seems to have been loaned on 
the written contract instead of upon 
the usual form of commercial paper. 
The decisions clearly hold that a note 
or bill taken under such circumstances 
is void. It follows that the contract 
in this case is void, as it seems to me. 

Thus far I can follow the reasoning 
of plaintiff's counsel. But what then? 
It does not follow that the debt or the 
leases given to secure it are void. Cur- 
tis vs. Leavitt, 15 N. Y. 9; Pratt vs. 
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Short, 79 N. Y. 487, 35 Am. Rep. 
581; Pratt vs. Eaton, 79 N. Y. 449; 
Duncomb vs. New York, H. & N. R. 
R. Company, 84 N. Y. 190. Nor 
should it be forgotten that the plaintiff 
trustee stands in the shoes of the bank- 
rupt and that any lack of power in the 
corporation to make the loan would 
not have been available to it in avoid- 
ance of its obligation to fully re- 
pay the loan. Whitney Arms Company 
vs. Barlow, 63 N. Y. 62, 20 Am. Rep. 
504. 

It is not charged that the transac- 
tion was in fraud of creditors. nor vio- 
lative of the Bankruptcy Act. The 
creditor has a valid claim secured by 
the leases. It makes no claim against 
the bankrupt’s estate and is content, 
for aught that appears, to stand upon 
the transaction as made with the bank- 
rupt. It seems to me that that is its 
privilege. Should it file its claim 
against the estate, quite a different 
situation would be presented. 

Complaint dismissed on the merits, 
with costs. 

149 N. Y. Supp. 181. 


ot 


Certified Check 


Micnican 


Delivery—Protest—Dam- 
ages—Interest 


Conditional 


Supreme Court of Michigan, Oct. 2, 1914. 


PRESTON Vs. PEOPLE'S SAVINGS BANK OF 


TRAVERSE CITY ET AL. 


Error to Cireuit Court, Grand Trav- 
ers County; Frederick W. Mayne, 
Judge. 


ros 


CTION by Thad _ B. Preston 

against the People’s Savings Bank 
of Traverse City, and others. Judg- 
ment for defendants, and _ plaintiff 
brings error. Reversed and remanded 
with directions. 


STATEMENT OF FACT 
OPINION 


AND 


cALVAY, C. J.: The following 

are the materia] facts in the case: 
A lumber company at Traverse City 
became insolvent in 1907, and a receiv- 
er was appointed, who qualified and 
entered upon the duties of his office. 
By order of the court he offered for 
sale the assets of the insolvent cor- 
poration for which plaintiff offered a 
bid of $66,609.78, April 1, 1999, and 
afterwards sent defendant the follow- 
ing letter: 


Traverse City, April 10, 1909. 

People’s Savings Bank, Traverse City, 

Mich.—Gentlemen: I will pay you fifty 

cents cash on the dollar for your present 

claims against the South Side Lumber Com- 

pany. Payment to be made when the title 

to said property under receiver's sale is 
confirmed in me by the court. 

Yours, etc., T. B. Preston, 
By George E. Nichols, His Attorney. 


Upon which defendant indorsed the 
following acceptance : 


Accepted provided a certificate check for 
the amount due under the offer is deposited 
with this bank within five days from date, 
with the understanding that in case you do 
not buy the property checks are to be re- 
turned. 

People’s Savings Bank, 
By H. S. Hull, President. 


On April 14th following, plaintiff 
wrote defendant as follows: 


Tonia, Mich., 4-14-09. 
People’s Savings Bank, Traverse City, 
Mich.—Gentlemen: I am inclosing you here- 
with certified check for $7,000 which is to 
be held by you and not used until the sale 
is confirmed by the court and papers prop- 
erly executed and transfer made to me. This 
is in purchase of your claim vs. South Side 
Lumber Company, which amounts approxi- 
mately to $14,000, and is subject to a re- 
vision of the amount whether it may be 
more or less than this amount—and if it be 
more, [I am to pay you the additional 
amount and if it be less, the amount is to 
be refunded to me. Please signify your ac- 
ceptance of it and conditions covering it. 
Yours truly, T. B. Preston. 
Stenog. 7. 
Inclosure. 











48 THE BANKERS MAGAZINE 


The check which was inclosed, reads: 
[onia, Mich., 4-14-09. 
State Savings Bank: 
Pay to the order of T. B. Preston $7.- 
000.00, seven thousand dollars, 
State Savings Bank Branch, Ionia, Mich. 
T. B. Preston. 


Indorsed upon the face of said check 
appeared the following certification: 
Certified Apr. 14, 1909. 
properly indorsed. 
State Savings Bank, Ionia, Mich. 
A. J. Hemingway, A. Cas. 


the back by 


Good when 


It was indorsed on 
plaintiff : 

Pay to the People’s Savings Bank, 
Traverse City, Mich., subject to terms of 
my letter of Apr. 14-09. 

T. B. Preston. 


Defendant promptly acknowledged 
receipt of the letter and check. as fol- 
lows: 

T. B. Preston, Ionia, Mich.—Dear Sir: 
This bank has received your letter of the 
14th inst., inclosing certified check for 
$7,000 conditioned as stated in yours in- 
closing same. 

Very truly yours, 

M. O. Robinson, Cashier. 

Later, after the sale to plaintiff was 
not confirmed, he wrote defendant the 
following letter, demanding a return of 
the certified check: 

Ionia, Mich., 7-9-09. 


People’s Savings Bank, Traverse City, 
Mich.—Gentlemen: On the 14th of April, 


1909, I sent you certified check for $7,000 
under the following conditions: To be held 
by you and not used until the sale of the 
entire property of the South Side Lumber 
Cempany was confirmed by the court and 
the papers properly executed and transfer 
made to me. These conditions were in pur- 
suance of an agreement made between us 


April 10, 1909, and this agreement was 
made in view of a bid I made for the 
properties and assets of the South Side 


Lumber Company of $66,906.78 of which 
you had knowledge. The property of said 
company was struck off to me the 28th day 
of May and the court confirmed the sale 
the 5th day of June, but before title was 
conveyed to me by the receiver, the court, 
on application of certain creditors, vacated 
the whole matter and ordered resale and of 
all these matters you had _ notice. 
Therefore, by reason of the action of the 
court our negotiations are ended and the 
contract canceled and I therefore respect- 
fully demand the return of the certified 


under 


check inasmuch as the provisions 
which it was delivered to you have not 
been met. Kindly let me hear from you at 
once and oblige. 
Yours truly, 
Stenog. No. 7. 


T. B. Preston. 


To which defendant replied as fol- 

lows: 
July 14, 1909. 

T. B. Preston, Ionia, Mich.—Dear Sir: 
This bank has received your letter of the 
9th inst., relative to the South Side Lumber 
Company deal and the same will be re- 
ferred to the board of directors at an early 
meeting. I might say that our Mr. Hull 
will be home this week as I am informed. 

Very truly yours, 
M. O. Robinson, Cashier. 

Defendant did not return the check, 
but held it unti] August 18, 1910, and 
then sent it forward for collection. 
Upon presentation payment was re- 
fused by the bank of issue. It was 
then protested and such protest in- 
dorsed on the check, as follows: ‘“Pro- 
tested for nonpayment, August 18, 
1910. M. M. McGeary, Notary Pub- 
lic.” Defendant afterwards held this 
check without explanation or excuse 
unti] July 16, 1912, when it was re- 
turned to plaintiff by letter stating 
that it was returned under advice. The 
record shows that at the time this 
check was given plaintiff was vice- 
president, director and a_ stockholder 
of this bank. and also that later he 
became its president. It appears from 
his testimony that the certified check 
was not charged up to his account at 
the time of its issue, and was not so 
charged until July 30, 1910, when this 
was done under the direction of the 
State banking commissioner. who came 
to Ionia in regard to the matter and 
required that it should be charged to 
plaintiff's account. Plaintiff at that 
time borrowed $7,000, the amount of 
the certified check, on his individual 
note, bearing interest at the rate of six 
per cent., which amount was passed to 
his credit. This note was carried by 
him until April 27, 1912, and interest 
was paid thereon for that time. The 
sole question in this case is whether 
upon these facts the court should have 
rendered judgment in favor of plaintiff 
for interest. 








THE BANKERS MAGAZINE 49 


The appellant contends that upon 
the undisputed facts in the case the 
court, as requested, should have en- 
tered a judgment in favor of plaintiff, 
either for interest on the amount of 
the certified check from the date de- 
mand was made by plaintiff for its 
return, as is shown by the letter to 
defendant, July 9, 1909, or from July 
30, 1910, the date plaintiff was _ re- 
quired to protect the certified check by 
making his account good by borrowing 
money from the bank for that amount 
when it was charged against him. The 
contention of defendant is that plain- 
tiff and all of the officers of the bank 
were acquainted with all the facts, and 
that there was no need to borrow 
money and pay interest, for the rea- 
son that the conditions upon which the 
certified check was given were never 
complied with, and, if required, a non- 
interest-bearing note or a bond could 
have been given by plaintiff to protect 
the bank. This contention is upon the 
theory that it was plaintiff's duty to 
occasion the least damage possible to 
defendant. 

It is admitted on the part of plain- 
tiff that the requirements of the bank- 
ing law were not followed at the time 
this check was certified by the bank of 
issue. The claim is made that the 
record does not show the facts stated 
relative to the action of the banking 
commissioner, and therefore it is not 
for the consideration of the court. 
This was the view taken by the trial 
court. The testimony of plaintiff in 
the case is undisputed. and is as stated 
herein. Plaintiff was present and tes- 
tifies clearly as to what occurred. 

Defendant paid no attention to the 
request by plaintiff made in writing on 
July 9, 1999. for the return of this 
check, although receipt of such request 
was acknowledged. Defendant unlaw- 
fully kept this check in its possession 
for more than three years, during a 
large part of which time plaintiff paid 
interest on the money borrowed at the 
rate of six per cent., as required by 
the bank. That this interest was paid 
is not disputed. Plaintiff paid it upon 
a written obligation so to do. The 


fact that he was a stockholder and an 
officer of the bank, and that the bank 
itself, through its officers, had knowl- 
edge of all the facts relative to the 
check is immaterial to this issue. The 
bank had a right to require the pay- 
ment of interest upon borrowed money. 
The court was in error in not finding, 
as requested, that plaintiff had paid 
this interest in good faith. The court 
was also in error in not finding and en- 
tering a judgment for the plaintiff in 
this case. 

The only question to be considered 
upon that proposition is what the 
amount of such judgment should have 
been. Plaintiff suffered no actual loss, 
which can be considered in measuring 
damages in this case, until July 30, 
1910, when he gave his note for 
$7,000, with interest at the rate of six 
per cent., which he paid, until April 16, 
1912, when the check was returned and 
he took up his note. This is a mere 
matter of computation and amounts to 
$721. This is the amount of plaintiff’s 
actual damages and the amount for 
which a judgment should have been 
entered in his favor in the court below. 

The judgment of the circuit court 
is reversed, and the case will be re- 
manded to the circuit court with direc- 
tions to said court to enter a judgment 
in favor of plaintiff and against de- 
fendant for the above amount, to- 
gether with costs of both courts to be 
taxed. 

148 N. W. Rep. 772. 


cos 
Holder in Due Course 
KENTUCKY 


Note — Value — Notice — 
Alter- 


Instailment 
Negotiable Instruments Law 
ation Fraud 





Court of Appeals, Kentucky, Oct. 20, 1914. 
PRATT VS. ROUNDS. 


The mere fact that a purchaser of notes 
at a discount of 25 per cent. had purchased 
many notes from the payee at the same 
discount, did not, standing alone, show that 
he was not a holder in due course. 
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ACTION by W. I. Pratt against 
Elizabeth M. Rounds. From a 


judgment for defendant, plaintiff ap- 
peals. Reversed, and remanded for 
new trial. 


es 
STATEMENT OF FACT 


1912, Elizabeth M. 

Rounds, doing business in the 
name of B. H. Rounds & Sons, executed 
to the Brenard Manufacturing Com- 
pany six notes each for $50, due, re- 
spectively, in two, three, four, five, six 
and seven months. W. I. Pratt brought 
this suit upon the notes, alleging that 
the Brenard Manufacturing Company 
had assigned them to him for value be- 
fore maturity in due course. 

Mrs. Rounds answered in substance 
that the notes had been obtained by 
fraud. and denied that they had been 
assigned to Pratt. Pratt replied, deny- 
ing that the notes were obtained by 
fraud, and pleaded that he was a bona 
fide purchaser in due course for a val- 
uable consideration and without notice 
of any infirmity in them. The case 
came on for trial before a jury who 
found for the defendant. The plain- 
tiff appeals. 

Mrs. Rounds is the owner of a jew- 
elry store in Owensboro, Ky. The 
Brenard Manufacturing Company is a 
doing business at Towa 
They own a copyrighted 


N February 2, 


partnership 
City, Towa. 
plan under which pianos are put in the 
stores of merchants and the successful 
contestant in the contest gets the piano. 


They send out traveling men, who 
make contracts with the merchants. 
One of their traveling men went to 


Owenshkoro, made a contract with Mrs. 
Rounds, through her son, and obtained 
the notes in suit. The son’s evidence 
as to the fraud in the obtaining of the 
notes is in substance this: The travel- 


ing man came to the store, represent- 
ing that the Brenard Manufacturing 


Company was going to put pianos in 
Owensboro on sale, and they had a 
copyrighted plan of contest which he 
had misplaced, saying: 


Now, we will give in this contest so much 


commission on every piano that every man 
sells. We will handle this contest for you, 
and all these contestants will be at work 
selling for your store. 


Rounds signed the contract and gave 
the notes on this basis, without seeing 
the copyrighted plan of contest. The 
contract was then sent to the Brenard 
Manufacturing Company and was ap- 
proved by them. ‘Ten days later 
Rounds, on examining the copyrighted 
plan of contest, which in the meantime 
hed been sent to him, saw that it was 
altogether a different proposition from 
that stated to him by the drummer. 

In the copyrighted plan the mer- 
chant was to get the contestants and 
keep them going. He was to have 
sele charge of it. The Brenard Manu- 
facturing Company was not to send 
any man to Owensboro to assist in the 
contest or to sell any piano there. 
Finding that the proposition was en- 
tirely different from what it was repre- 
sented to him, he on February 12 wired 
the Brenard Manufacturing Company, 
revoking his order, and on the same 
day wrote to them, stating fully the 
There was no contradictory 
evidence offered by the plaintiff. The 
only evidence offered by him was the 
deposition of Theodore O. Loveland, 
one of the firm of the Brenard Manu- 
facturing Company. 

Ie testified that. after receiving the 
contract and approving it. they imme- 
diately bought the piano and ordered 
it sent to Mrs. Rounds; that the piano 
was bought on February 5, and was 
in fact shipped by the makers of the 
piano on February 15; that they sold 
the notes to W. I. Pratt on February 
8, or four days before they had no- 
tice by wire of the disaffirmance of the 
contract by Mrs. Rounds, and 
days before they received her letter; 
that they at the time had no notice of 
anything being wrong; that Pratt was 
not connected with the Brenard Manu- 
facturing Company and never’ had 
that they bonght their pianos 
day, as orders, 


reasons. 


seven 


bee n; 


each they received 


handling from 500 to 1000 a vear; 
that they received the order on Feb- 
ruary 3; that the piano was shipped 














THE BANKERS MAGAZINE 51 


from Chicago: that in all they had sold 
Pratt about #40,000 worth of notes 
from time to time; that, at the time of 
the transfer of these notes to Pratt, 
they got 31,000 from him, and trans- 
ferred to him #1,250 worth of notes. 

These questions and answers occur 
in his cross-examination: 

Q. Then for each dollar you received, 
you transferred to him $1.25 face value of 
the notes? A, Yes, sir. Q. Were these 
notes transferred without recourse, or is 
the Brenard Manufacturing Company re- 
sponsible, providing they are not collected? 
A. Do you mean by “without recourse” that 
those words were written upon the note? 
Q. Yes. <A. No; these words were not 
written on the note. They never were 
written on any note that we ever disposed 
of, to the best of my knowledge. Q. In case 
Mr. Pratt is unsuccessful in this suit and 
should fail to collect these notes, would it 
be Mr. Pratt’s loss, or would the Brenard 
Manufacturing Company have to reimburse 
him for the money paid, at the time they 
were transferred? A. We have no contract 
with Mr, Pratt to that effect. Q. Well, in 
the $40,000 worth of notes transferred to 
Mr. Pratt, have there been any which he 
has failed to collect? A. Not that I know 
ot. If there have been, it has not been 
called to my attention. Q. The company, 
then, is in no way responsible to Mr. Pratt 
for the payments of these notes, if he should 
fail to recover in this suit? A. I think not; 
the $1.25 has always covered it. Q. In your 
transactions in this kind of notes, it has 
been found that the deposit of $1.25 worth 
of notes for one dollar in money advanced 
covers all shrinkage and loses in the way 
of collections? A. That has been our ex- 
perience. Q. And these notes were trans- 
ferred to Mr. Pratt on that basis? A. Yes, 
sir. 
The defendant offered no evidence 
contradicting Loveland, and the plain- 
tiff, Pratt. did not testify on the trial. 
During the examination of a witness 
for the defendant this occurred: 

The Court: Have you any evidence as to 
the fair market value of that piano, Mr. 
Wells? Mr. Wells: No, sir; I think not. 


Again, at the conclusion of the de- 
fendant’s testimony, this occurred: 


The Court: I think that it is very ma- 
terial that the jury should know the 
fair market value of the piano. (The court 
allows the defendant time in which to try 
and find a witness who will testify as to 
the value of the piano, and after due delib- 
eration the defendant announced that he 
could find no witness who would testify on 
this point.) 


OPINION OF THE COURT 


OBSON, C. J.: The court, by the 
fourth instruction which he gave 
the jury, told them in substance that, 
although a fraud was practiced on the 
defendant at the time the notes were 
executed, yet, if the Brenard Manufac- 
turing Company sent the defendant 
goods of value, they might in their dis- 
cretion find for the plaintiff the fair 
market value of the goods so sent. 
The instruction was erroneous, and, in 
view of the remarks made by the court 
in the hearing of the jury, we are not 
assured that this may uot have been 
prejudicial to the plaintiff, in view of 
the fact that the plaintiff gave no evi- 
dence as to the value of the piano, 
which had been shipped to Owensboro, 
and had been left in the railway sta- 
tion; the consignee declining to receive 
it. 

The suit was brought by W. I. 
Pratt. as holder of the notes. He 
must recover, if at all, on the notes. 
The evidence offered by the defendant 
as to the fraud in the obtaining of the 
notes was not contradicted, and so the 


essential question in the case was 
whether Pratt was a holder in due 
course for value and without notice. 


No question as to the value of the 
piano should have been injected into 
the case, for no fraud as to the piano 
was complained off; the fraud com- 
plained of related entirely as to the 
plan of contest. 

The notes made out a prima facie 
ease for the plaintiff; their execution 
being admitted. The burden of proof 
was therefore on the defendant, as the 
circuit court properly held. 

The remaining question is: Should 
the court under the testimony of Love- 
land. which was not contradicted, have 
instructed the jury to find for Pratt 
on the notes upon the ground that he 
was a holder in due course? Under 
the evidence, which was undisputed, 
the notes were assigned by the Brenard 
Manufacturing Company to Pratt on 
February 8, or four days before 
Rounds himself knew that a fraud had 
been perpetrated upon him, and four 








days before he sent the telegram to 
the Brenard Manufacturing Company 
revoking his order. It is very evident, 
therefore, that there was nothing in the 
case to show that Pratt could have had 
notice of any infirmity in the notes, 
when he purchased them on February 
8, by reason of what had taken place 
in Owensboro between the salesman 
and Rounds. 

Section 56 of the Negotiable Instru- 
ment Act is in these words: 


To constitute notice of an infirmity in 
the instrument or defect in the title of the 
person negotiating the same, the person to 
whom it is negotiated must have had actual 
knowledge of the infirmity or defect, or 
knowledge of such facts that his action in 
taking the instrument amounted to bad 
faith. 


Section 57 also provides: 


A holder in due course holds the instru- 
ment free from any defect of title of prior 
parties and free from defenses available to 
prior parties among themselves, and may 
enforce payment of the instrument for the 
full amount thereof against all parties 
liable thereon, 


The notes being complete and regu- 
lar on their face and having been trans- 
ferred to Pratt before their maturity 
or dishonor. he was a holder in due 
course under subsection 52, if he took 
them “in good faith and for value” 
and ‘‘at the time had no notice of in- 
firmity” in them, or “defect in the title 
of the person negotiating” them. 
Subsection 25 provides: 


Value is any consideration sufficient to 
support a simple contract. * * * 


That, under the evidence, Pratt took 
the notes for value must be admitted. 
He is therefore entitled to recover on 
them, unless he did not take them in 
good faith, or had actual knowledge of 
some infirmity in them or defect in the 
title of the person negotiating them, or 
had knowledge of such facts that his 
action in taking them amounted to bad 
faith. 

It is insisted that as Pratt did not 
testify on the trial, and as it appeared 
that he had bought 40.000 worth of 
notes from the Brenard Manufactur- 
ing Company. and as he bought these 
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notes at a discount of twenty-five per 
eent., the jury were warranted in infer- 
ring that he was not a _ holder in 
due course. But the plain meaning of 
the statute. above quoted, is that the 
rights of a purchaser of negotiable 
paper are not to be defeated upon sus- 
picion. To defeat him under the stat- 
ute, the facts known to him must be 
such that his action in taking the in- 
strument amounted to bad faith, unless 
he has actual knowledge of the infirmi- 
ty or defect. Pratt could have had no 
actual knowledge of the infirmity or 
defect under the evidence when he pur- 
chased the notes en February 8. and 
there were no facts known to him 
about the transaction in Owensboro, 
when the notes were executed. The 
fact that he had purchased many notes 
from the Brenard Manufacturing Com- 
pany, and that he purchased these 
notes at a discount of twenty-five per 
cent., with other proof, might be of 
considerable value, but standing alone, 
they are not sufficient to take the case 
to the jury. Bothwell vs. Corum, 135 
Ky. 766; Ham vs. Merritt, 150 Ky. 11. 

It is also insisted that the notes, 
when executed. were attached to the 
contract by a perforated line, and were 
therefore not negotiable. But there 
was in the contract authority to the 
Brenard Manufacturing Company to 
detach the notes, and when, under this 
authority. the notes were detached, they 
stood as any other notes. 

Section 124 of the Negotiable In- 
strument Act provides: 

Where a negotiable instrument is materi- 
ally altered without the assent of all parties 
liable thereon, it is avoided, except as 
against a party who has himself made, au- 
thorized or assented to the alteration and 
subsequent indorsers. 


Under this section, Mrs. Rounds, 
having consented to the notes being de- 
tached from the contract cannot com- 
plain that they were detached. Robert- 
son vs. Commercial Security Co., 152 
Ky. 340. 

If. from the fact that Pratt had 
bought so many notes from the Bre- 
nard Manufacturing Company it may 
he inferred that he was familiar with 
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their way of doing business, and 
should have known that these notes 


had been detached from the contract, 
still he must also have known that the 
contract empowered the payee of the 
notes to do this; and his knowledge on 
this subject would in no way bring 
home to him knowledge of a fraud 
which had been practiced at Owens- 
boro when the notes were given. This 
fraud was the sole ground of defense 
to the notes, and this had not been dis- 
covered by Rounds when, according to 
the evidence, Pratt purchased the notes. 

The testimony of Loveland being 
uncontradicted and unimpeached, it 
cannot be maintained that there is any 
evidence that Pratt did not take the 
notes in good faith, or that when he 
took them, he had actual knowledge of 
some infirmity in them or defect in the 
title of the person negotiating them, or 
had knowledge of such facts that his 
action in taking them amounted to bad 
faith. We therefore conclude that, 
under the evidence, the court should 
have instructed the jury to find for the 
plaintiff. If there was evidence tend- 
ing to show that Pratt did not in good 
faith take the notes for value (subsec- 
tions 25, 51, § 3720b, Ky. St.), or that 
his purchase was colorable merely, or 


that he was chargeable with notice of 
their infirmity, the case would be dif- 
ferent. 

Under the statute which had been in 
force in Kentucky up to the time the 
Negotiable Instrument Act took effect, 
promissory notes were assignable, but 
the assignee took them subject to all 
the defenses which the maker had to 
them in the hands of the assignor be- 
fore notice of the assignment. That 
act, however, changed the rule, and un- 
der it promissory notes which have been 
transferred to a holder in due course 
(that is a bona fide purchaser without 
notice) are placed upon the footing of 
a bill of exchange, and are not subject 
to the equities which would obtain be- 
tween the maker and the payee. Per- 
sons now who make such notes and de- 
liver them take the risk of their being 
transferred to a bona fide purchaser 
without notice. The statute changed 
the old rule, and must, like other stat- 
utes, be enforced according to_ its 
terms. Hard cases may arise, but the 
courts are powerless to afford a reme- 
dy. The Legislature alone has power 
to do this. 

Judgment reversed, and cause re- 
manded for a new trial. 

169 S. W. Rep. 848. 


w 


Involuntary Membership in the Reserve System 


PEAKING at the “prosperity 

luncheon” of the Merchants Asso- 
ciation in New York, November 24, 
Pierre Jay, Federal Reserve Agent and 
Chairman of the Board of Directors of 
the Federal Reserve Bank of New 
York. said: 

“One element in the structure of the 
Federal Reserve System is unsatisfac- 
tory as a basis for coéperation, name- 
ly, the involuntary membership of the 
national banks; for they were obliged 


to come in or forfeit their charters. 


This was undoubtedly a necessary ele- 
ment at the outset, but if the system is 
to become really successful these com- 
pulsory members must be not only con- 
tent and glad to stay in it, but its ad- 
vantages and services to them and to the 
country generally must be such as to 
attract into it most of the eighteen 
thousand State banks and trust com- 
panies which the Jaw could not compel 
and which are standing on the side 
lines watching its development with 
the greatest interest.” 








Banking Publicity 





Conducted by 


T. D. MacGREGOR 





Poster Stamps 


A Popular Craze Which Bankers Are 
Beginning to Take Advantage of 


in Advertising 


OLLECTING poster stamps has 
C proved a most fascinating pas- 

time. The custon originated in 
Germany “before the war.” The idea 
has spread like wildfire in the United 
States, and is by no means confined to 
children. Adults, too, have their col- 
lections of poster stamps. 

Poster stamp collecting is the logical 
successor of the mania for postage 
stamps. advertising picture cards, etc., 
and on account of its great possibilities 
it bids fair to outlast any preceding 
collection fad. 

Poster designing is recognized as a 
high art, which justifies the popularity 
of poster stamps. Many advertisers 
are using this method of getting their 
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wares before the people in an attractive 
way. 

The collecting of poster stamps has 
an educational value. Many skillful 
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artists. some of national renown, are 


expressing their skill in this form. The 


collector becomes, unconsciously, an 
art critic. 
Those who acquire more than one 


stamp of a kind will find other collec- 


tors glad to exchange with them. The 
collector's album soon becomes a “gal- 
lery” of worthy art subjects. 

Banks are by no means slow in tak- 


ing up new propositions that promise to 
prove effective advertising mediums, so 
that it is not surprising that bankers 
are beginning to use poster stamps. 
The earliest uses of this idea by 
banks were to picture the bank’s build- 
ing or its safe deposit vault and this is 
good general publicity. But it re- 
mained for a western bank advertising 
concern. with characteristic enterprise. 
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to seize this opportunity to develop 
for banks a tremendously powerful 
campaign for savings deposits by 
means of an album and series of fifty- 
two weekly stamps, illustrating, by 
rhyme and picture, the life history of 
a very pleasing character known as 
“Thrifty Alexander.” 

We reproduce a few samples of the 


wt 


“Thrifty Alexander” poster stamps as 
being used bv the Security Trust and 
Savings Bank of Los Angeles, the Cap- 
ital Trust Company of St. Paul and 
other large banks. The drawings are 
by F. G. Cooper of “Life” and “Col- 
lier’s,” and the verses by Harvey A, 
Blodgett of St. Paul. 

The originals, of course, are in very 








The Stockholders and Directors of the 


Continental National Bank 


OF LOS ANGELES. 


Announce the 


Formal Opening 


Tuesday, December 1, 1914 
and cordially invite you to inspect the new banking-rooms at the i ion of 
Spring, Main and Ninth Streets. 
Having complied with the full requirements of law, the Continental National 
Bank of Los Angeles is now prepared to transact a general banking business. 


‘Accounts of individuals, firms, corporati jations and banks solicited. 
Interest paid on term deposits. 


OFFICERS AND DIRECTORS 
R. S. HEATON, President. 
SOL. DAVIS, Vice-President. 
W. D. HOWARD, Vice-President. 














Geo. W. Dickinson, Thos. Haverty, 
Real Estate. President Thos. ‘Haverty Co. 
Hari B a Harry W_ Watson, 
— tile a Association 
S. M. Gangestad, R. A. Fowler, 
Secretary Sunset Paint Co Fowler Bros. Book Store 
Edwin B. Root, A. V. Andrews, 
Attorney. Attorney. 
in WW. Kem. J. J. Andrews, 
John p therps Member Water Board ion “eo 
‘ t 7 A 
F.R. Feitshens, iiiaitdiin oP Whcleale end Retail Grocer. 


W. H. Clune, 
Owner Clune’s Theaters 


R. C. Hamlin, 
Franklin Motor Car Agency. 

Frank R. Strong, John PF. Maltin, ial! 
Real Estate. — 


ED. SIEFKIN, Cashier. 
FRED J. KINNEY, Assistant Cashier. 
R.O. BELLAND, Mgr Scandinavian Dept. 








Paid Up Capital Paid Up Surplus 
$300,000.00 $75,000.00 





Safe Deposit Boxes for Rent 
We have installed darge fireproof, burglar-proof and disaster-proof 
vaults in our basement, Commodious safe deposit boxes for rent 
as low as $2.50 per year, 


Banking Rooms Open Until 10 P.M, Tuesday, December Ist, 1914, for Inspection of Visitors 























THE WAY THE NEW CONTINENTAL NATIONAL BANK OF LOS ANGELES LET PEOPLE KNOW 


IT WAS READY FOR BUSINESS 








attractive colors, so that the stamps 
lose much by the one-color reproduc- 
tion herewith. 

The little talk that the banks give in 
introducing the series of poster stamps 
front page of the album 
reads as follows: 


occupies the 
and, in part, 

Thrifty Alexander is not an unreal per- 
son. He lives right here, perhaps within a 
stone’s throw of where you live—maybe in 
the same house, 


Undoubtedly YOU know many Thrifty 
Alexanders, going by other names. They 
are everyday folks who learned to live 


sensibly, to earn a little, to spend a little 
less, to work hard—play some too—and 
who finally reached fortune’s goal, just as 
you are planning to do. 

Just because Mr. Cooper, the artist, put 
a little smile into each one of his pictures 
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of Alexander you must not think he is a 
joke. Indeed, he is a very serious minded 
person. QOne can be serious minded, you 
know, and at the same time have the cor- 
ners of his mouth turn UP instead of 
down. 

One can have a purpose in life and 
steadfastly work and plan to achieve it, 
and as he goes along, smile a little, joke 
a little and play a little—as Alexander did. 

Now, as the story of Thrifty Alexander 
unfolds to you, and you see him, year after 
year, growing stronger in body, mind, and 
worldly wealth, living a w holesome, normal 
life, just make up your mind that you will 
repeat his success. YOU CAN DO IT. 


Just notice, too, how important a part 
the bank played in Alexander's success. 
Has it ever occurred to you what a valu- 


able thing an acquaintance at a good bank 
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is? Make up your mind now that you will 
be a regular depositor with this bank, that 
you will GROW UP WITH IT, and, as 
the years pass, you will number it among 
your staunchest friends. It wants your 
friendship; it wants you to succeed, and it 
wants you to have a part in its success. 

Some banks give out the album and 
stamps only to persons who have a 
savings account in the bank. Starting 
off with newspaper advertisements tell- 
ing the plan causes many new accounts 
to be opened, and more are started as 
the lucky children begin to show their 
“Thrifty Alexander” stamps to their 
companions. 

Other banks use the stamps for gen- 
eral publicity and give them away to 
all comers at certain hours, usually 
outside of regular banking hours, as 
from noon to 3 p. m. Saturdays. 

“Thrifty Alexander” also appears in 
the form of street car cards and mov- 
ing picture theatre slides, with weekly 

The Los Angeles 
ards in 750 street 
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The Farmer and the Banker 
Getting Points of Contact for Adver- 


tising 


changes fer a year. 
bank is using the 
cars. 


HE vast majority of banks in the 

country are in direct touch with 
agriculture, the nation’s basic industry. 
Many of them in their advertising ap- 
peal for farmers’ deposits and business, 
either constantly or occasionally. 

The ideas of the editor of this de- 
partment as to suitable “farmer” 
bank advertisements are shown by the 
reproduced advertisement of the Reuss 
State Bank, Naperville, Ill., and the 
following advertisements pre- 
pared by him: 

BUSINESSLIKE FARMING 

The Blank National Bank does not pro- 
pose to tell the farmers of this vicinity 
hew to run their business, but we believe 
that it pays to use the most modern and 
approved methods in every branch of farra 
work. 

We are 
serve the 
Start an account here. 
you a hearty welcome and 


seven 


particularly well equipped to 
farmer in his financial matters. 
This bank will give 
is sure-that it 
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can help you in every practical way if 
you will give it the opportunity. 


THRIFT ON THE FARM 


It takes brains as well as muscle to run 
a farm nowadays, and it is the keen and 
foresighted farmer that gets ahead. ‘There 
is no better illustration of the possibilities 
of thrift on the farm than the frequent 
cases of renters who become owners by 





The Independent Farmer 


The farmer is the most independent worker 
in the world, His soil rightly worked, good 
seed properly.sown, crops properly rotated, and 
his harvest carefully gathered, re gets a return 
more satisfactory than that of most men’s invest- 
ment of capital in business. 

And the farmer controls the expenditure of 
a much larger percentage of his yearly revenue 
than does the city man. 

Handling all his money matters through a 
strong, service-giving bank like the Reuss State 
Bank, and building up a reserve fund there, the 
farmer is truly independent and ful 


REUSS STATE BANK 
NAPERVILLE. ILLINOIS 














FARMER “COPY” 


making the change from paying straight 
rent to paying interest on a mortgage and 
gradually paying off the debt. 

The ambitious farmer should never for- 
get that a good bank like the Blank Na- 
tional Bank can be one of his best friends, 
and we cordially invite the farmers of this 
vicinity to make use of our savings as well 
as our commercial banking department. We 
pay compound interest on savings. 


THE FARMER AND THE BANKER 
are necessary to each other. The Blank 


National Bank realizes this and knows that 
the farmers in its territory can be helped 
on to success by the extension of reason- 
able loans at fair interest for proper 
lengths of time. 

We are always glad to discuss the mat- 
ter of a loan with any farmer who means 
lLusiness and has some character, as well 
as a farm, to back up his application for 
financial assistance. 


BRING IN YOUR CROP MONEY 


Farmers, every cent you receive in pay- 
ment for your crops should be deposited in 
the bank at once. 

Your cash will be safe in the Blank Na- 
ticnal Bank, while being a depositor here 
will give you the valuable privilege of 
making all of your larger payments by 


check and it will give you the right to bor- 
row money when necessary, and it will 
open up to you all the conveniences of a 
good banking connection. 


A FARMER’S BANK ACCOUNT 


gives his banker an insight into his busi- 
ness methods in managing his farm. The 
farmer, if he handles his affairs well, builds 
up a credit at the bank which enables him 


to expect and receive the aid of the bank 
when needed. 
The Blank National Bank suggests to 


all its farmer friends the advisability of 
depositing all crop money in this bank, even 
if they are likely to check most of it out 
at once, 


A PERIOD OF HIGH PRICES 


such as we are entering upon now is going 
to be a time of prosperity for farmers be- 
cause they have abundant products to sell 
at the high prices. 

We would remind the farmers of this 
section that it is the part of wisdom to 
preserve part of their present prosperity in 
the form of deposits in the bank, forming a 
reserve fund and a basis for credit as 
emergency or opportunity may arise in the 
future. 


A LESSON FROM THE SOUTH 


The sad predicament of the South be- 
cause of dullness in the cotton market due 
to the war should emphasize for farmers in 
all parts of the country the importance of 
diversifying crops. 

The South has been largely a one-crop 
country, so that when the cotton market is 
demoralized, as at present, the whole cotton 
belt suffers. There is now a wide move- 
ment there, as well as elsewhere, to diversify 
crops, and this bank believes that this will 
work out to the immense benefit of the 
farmers and their land. 


& 


Federal Reserve Association 


How National Banks are Advertising 
Their Membership Therein 


BOUT the best newspaper adver- 
tisement in connection with the 
opening of the Federal Reserve Banks 
was the full page of the Batavian Na- 
tional Bank, a Crosse, Wis., at least 
as far as our observation went. We 
take pleasure in reproducing it. 
A number of national banks which 
never had a sayings department before 
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a department now THE NEW CURRENCY LAW , 


under the aegis of the Federal Reserve 
Association and are so advertising, 
among them the Seattle National Bank. 

The Illinois National Bank of 


Peoria, Il., ran this advertisement: 


are starting snueh 


just becoming operative, will stimulate 
trade, commerce and manufacturing. 

As a member of the Federal Reserve 
Association, the Illinois National Bank will 
have a part in promoting the better condi- 
tions made possible by a sound and elastic 


MONDAY La Crosse Leader-Press ___ _NOVEMBER 1 16, 1914 , 








ODAY marks the beginning of the new 


Banking System, which will, through the Federal Reserve Banks, 
correct the defects of the National Banking System. 


By mobilizing the supply of gold and the bank reserves, and providing a 
sure and sufficient supply of currency and a place of re-discount, the possibility of finan- 
cial disturbances such as this country has seen in the past, will be largely removed. 


It is a matter of pride to us that this Bank believed in the necessity and 
wisdom of this legislation and the patriotism of the heads of our government at Wash- | 
ington, in the face of a determined and partisan opposition on the part of many others, 
and that this Bank was the First Bank in this Reserve District to apply for membership 
in the new system. 


It should be a matter of satisfaction to the people of this Federal Reserve 
District that today this is the most prosperous section of the United States. With the 
large crops, its conservative business men and its strong banks, conditions are more 
nearly normal here than elsewhere. 


The management Of this bank has always believed that a bank should 
use its deposits to aid all legitimate business in this community, in a safe and conservative 
way, and within the limitation of the National Bank Act, and under the close supervi- 
sion of its Board of Directors. 


Its surplus funds have for years been largely invested in high grade com- 
mercial paper, easily and quickly liquidated in time of unusual local demand--such paper 
as will be accepted for re-discount by the Federal Reserve Bank. 


As a result of this policy. this Bank was enabled during the period of 
disturbance following the b P war, to supply all legitimate demands for currency. to sup- 
ply all demands for loans from its and to purch large of paper to help the 
movement of the crops and the manufacturing and business interests elsewhere. without the issue of emergency 
currency, without re-discounting, without impairment of our usual reserves, so common in other sections. 


Below is a copy of our last statement to the Comptroller. Note the 
large Stockholders’ Responsibility. in proportion to the Deposits--over ONE MILLION DOLLARS--the ample 
reserves, the liquid assets--two-thirds of our loans mature within 90 days. all within six months--and the Officers 
and Directors have no hesitation in saying they believe the assets are worth at least the amount for which they are carried. 











We solicit all or part of your business. 





RESOURCES 

Louse ond discounts —. Capital stock sees 400,000.00 
Ov 2 Sarplus F - 150,000.00 
U. S. 3 and 4 per cent bonds orcas Undivided profits . 60,200.66 
Other bonds 570, tional notes 
Stock in Federal Reserve Bank 5,500.00 coe comtnantnnnnndil e mony nord 
Banking house and fixtures 45,000.00 a ; i . 
5% redemption fund 16,052.00 —— —— 
Cash 262,700.15 
Due from banks 525,414.19 

$3,684,349.69 $3,684,349.69 


The policy of the past we shall continue in the future. 


Our first aim will be to be Safe, our second will be to be helpful to all local interests 
and after that to the Upper Mississippi River Valley. 





Let us tell you how the new Banking System is going to help you. 


Batavian National Bank 





A FULL PAGE 





NEWSPAPER ADVERTISEMENT 
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currency adjusted to the needs of business, 
and greatly superior to the old one con- 
trolled in a way that did not make for per- 
manent prosperity. 


The Guaranty Trust Company of 
New York has prepared a revised di- 
gest of the new law that gives in con- 
cise form the various provisions of the 
new act. The pamphlet contains also 
a complete list of governors and di- 
rectors of the Federal Reserve Banks, 
as well as the names of the members 
of the Federal Reserve Board and the 
organization committee. 

In its interesting house organ, 
“Money Matters,” for December, the 
National Bank of Germantown, Phila- 
delphia, used the following explana- 
tory article concerning the new banking 
systein under the title, “Good Effects 
of the New Banking Law”: 

The new Federal Reserve banking act has 
now been in full operation for almost a 


month, so that the business public has had 
a fair chance to realize the great value of 


the vast association of which this bank is 
a part. 
If your credit is good, this bank can 


accept paper from you when you are the 
seller and discount it, thus giving you the 
proceeds of the sale at once. This bank, 
if it needs the funds, can rediscount this 
paper at the Regional Reserve Bank, if 
it meets with the requirements of the Fed- 
eral Reserve Board, which, in brief, are 
that the paper is issued or drawn for agri- 
cultural, industrial, or commercial pur- 
poses, or the proceeds are to be used for 
such purposes, and the paper will be col- 
lected when it matures. 

Individuals, firms and corporations will 
not carry accounts with the Federal Re- 
serve Banks, but the benefits of the act are 
to be received by them through the mem- 
her banks (of which this bank is one) with 
which they may have dealings. 

This act is not intended to assist the 
man who is dealing in mortgages, stocks 
or bonds, but it will do so, however, to a 
certain extent eventually by giving the 
banks more to use for these latter pur- 
poses. 

Heretofore, in times of stress, each bank 
of necessity conserved its own resources to 
protect its depositors and borrowers; now 
the resources of each member bank are so 
co-ordinated and centralized that there is 
no further necessity for such action, their 
resources being placed in a common fund, 
so to speak, for the benefit of the whole. 

Under the former bank law a larger re- 
serve against deposits was required of na- 
tional banks. 


Part of the money formerly required as 
reserve is now available for loans, but be- 
cause the law permits this reserve de- 
crease it should not be expected that the 
whole excess will be used, for it is wise to 
keep larger reserves than required by law. 

As a result of this new law, business is 
improving and our foreign exchange mar- 
ket is almost normal. The hearty co-opera- 
tion of the banks with the government is 
bearing good fruit and will do more for 
he people of this country in the next few 
months. 

Thus, no matter what business or finan- 
cial conditions may arise, a bank which is 
a member of the Federal Reserve System, 
will, always have an unfailing resource for 
meeting any unusual withdrawal of de- 
posits or for making loans on those forms 
of commercial paper acceptable for redis- 
count with the Federal Reserve Bank. 


% 


Choose Good Mediums Only 


A* advertisement is the same in any 

paper. But the subject matter 
areund that advertisement. news and 
editorial, is the company, good or bad, 
hy which the advertisement is judged 
by the public. It should be, too, the 
criterion by which the advertiser judges 
the readers of that paper—for no 
newspaper rises above its readers. 
Quality circulation means two things: 
A quality newspaper—one that is re- 
spected by its readers. Quality readers 


—readers worth advertising to—read- 
ers with buying power and with con- 


fidence in the proposition or institution 


H.K. McCann. 


their paper advertises 


Saving for Education 


How the State University Helps Mis- 
souri Bankers to Advertise 


HE school of journalism of the 
University of Missouri has pre- 
pared a series of advertisements for 
the banks of that State in which the 
cause of education and the encourage- 
ment of the habit of saving are ad- 
mirably united. 
The service is sent free to all Mis- 








60 THE BANKERS MAGAZINE 


banks that will use it, and the 
dual purpose of the campaign is clear- 
lv indicated in the copy. 

“If you will open an account with 
us when your son enters high school,” 
says one of the advertisements, “and 
let him help you each week, by the 
completes his high school 
course there will be sufficient in the 
fund to take him through college.” 

Of course the University of Missouri 
is mentioned in each advertisement, the 
purpose being to have parents save 
money with the education of their 
children as an objective, and then use 
those savings by sending the young 
pecpie to the Missouri institution. 

The campaign is being worked out 
under the direction of J. B. Powell, in- 
structor in advertising in the State 
University. One of the advertisements 
reads as follows: 

THE COST OF AN EDUCATION 

Taking the University of Missouri as the 
standard, the cost of sending a child away 
to school averages around $300 a year. 

If you will open. an account with us 
when your son enters high school and let 
him help you each week, by the time he 
completes his high school course there will 
be sufficient in the fund to take him through 


souri 


time he 


college. 
Let us show you how small an amount 
each day at 3 per cent. interest will insure 


your son a college course, 


oS 
How Banks Are Advertising 


Note and Comment on Current 


Financial Advertising 


OW 

Savings 
‘The 
shown by the 


taking hold of the 
Section’s movie 
Thrift.” is 
advertise- 


hanks are 
Bank 
Reward of 
newspaper 


show, 


ment used by the State Bank of La 
¢ rosse. 

The First National Bank of Los 
Gatos, Calif., referred to the play in 


its house “Bank Service,” as 


follows: 


organ, 


THE REWARD OF THRIFT 
The anniversary entertainment furnished 
by this bank on Tuesday, October 20th, 


apparently was very much appreciated if 
the attendance was any indication. In the 
afternoon the children ef the public schools 
marched to the theater in a body and were 
shown the reels; at the evening perform- 
ance nearly three hundred individuals at- 
tended on complimentary tickets furnished 
by this bank, 
We are very added to 


happy to have 


He almost meets death in as aoa 


the New 


Te Reward ¢ Thrift 


Shows the daily life of these reckless dare-devils. 


The American Bankers Association 


bad the Vitagraph Company make a three-part moving picture to encourage 

saving. No expense was spared to make a picture equal in interest and in 
thrills to the best of the current features, and the result is an —— 
interesting story that will thrill and entertain, and at same time depict 
most vividly the value of saving. 

Arrangements were made to have these pictures shown in 
this city at the Casino Theatre, on Tharsday Afternoon and Evening 
Everyone Who Wants Money, Everyone Who Will Ever Need 
Money, Sho: ‘See These Pictures 


STATE BANK OF LA CROSSE 





ROOSTING THRIFT 


the pleasure of so many and hope the les- 
sons of Thrift promulgated in the pictures 
may produce the habit of thrift in the lives 
of those witnessing the entertainment. 
Secretary FE. G. MeWilliams of the 
Savings Bank Section reported in last 
October that “The Reward of Thrift” 
at that time had been exhibited in 
forty-one States and Canada, including 
11 cities and 704 theatres. By this 
time, these figures undoubtedly been 


doubled. 


® 

A great’) many 1915 Christmas 
Money Clubs, Christmas Savings 
Cluks, Thrifts Clubs, and _— other 
schemes of that ilk were launched last 
month. The vogue of these things is 
doubtless due to the fact that man is 
a gregarious animal, and also that he 
likes to have things all planned out 
for him. 


“The A, B C of the War Tax” is 
the tithe of a thirty-two page and 
cover booklet issued by the Corn Ex- 


change National Bank of Philadelphia, 
containing a list of articles taxed un- 
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act, with the com- 
The Capital 


der the new revenue 
plete text of the law. 
National Bank of St. Paul issued a 
similar booklet as did many other 
banks. The American National Bank 
of Atlanta issued a summary of the 
points of the law effective December 
Ist, 1914, in the form of a folder in 
which cancelled checks were returned 
to depositors on the first of last month. 


© 


The eve rests with delight upon the 
ad. of the Northern Trust Company 
of Chicago. It shows that a printer 
can be a real artist when he has it in 
him and takes the pains. There is 











EXPERT SERVICE 


Busifiess men entrust their law suits to 
lawyers, and their building operations to 
architects. Why should they not delegate 
the highly specialized function of invest- 
ment toa responsible trust company? It 
has the facilities and experience to relieve 
busy men of such cares. 
This company is thoroughy equipped to 
act as agent or trustee, to handle estates 
or make investments, at a cost which is 
less expensive than a busy business man’s 
time. 

CAPITAL $2,000,000 

SURPLUS $1,500,000 


THE NORTHERN 
TRUST COMPANY 


LASALLE AND MONROE STREETS 




















ONLY ONE CRITICISM 


one typographical flaw in this 
adve ‘rtisement and that is the “break- 
over’ for the word “time” at the end 
of the second paragraph. It could 
have been avoided by omitting the word 
“business” in the preceding line, and 
nothing would have been lost. 


only 


The Peru Trust Company of Peru, 
Ind., sent us its “Safety First” adver- 
tisement for criticism. We reproduce 


At This Bank. 


You want a bank of strength 


AND SAFETY. 


and consider 





You want courtesy 
ation 

AND SAFETY. 
You want intelligent handling of 
your business 

AND SAFETY. 
it’s what you get at this bank. 
Not a dollar has ever been lost toa 
depositor in a Trust Company in 
Indiana. 


THE Peru Trust Co. 





STRONG ARGUMENT BURIED IN LAST PARAGRAPH 


the advertisement herewith, and a copy 
of our reply to the bank is as follows: 


In regard to your advertisement, there is 
some very good matter in it, but we think 
that you could have made a stronger ad- 
vertisement if you had taken the last para- 
graph of the ad., name ly, “Not a dollar has 
ever been lot to a depositor in a trust com- 
pany in Indiana,” and use that as a display 
headline, not using any cuts at all in this 
advertisement. 

The reason we make this suggestion is 
that the expression “Safety First” has been 
worked to death as it has been used by so 
institutions that it has become trite. 


many 
There is nothing attractive about the cut 
which was used in that advertisement. 


Your repetition of the words “and safety” 
is good, but this could be done just 
as well by changing the ad. around and 
using the headline as we suggest. 


© 


Just before Christmas every one of 
the 700 men whose business it is to as- 
sist in the actual making of flour at 
one of the big mills in Minneapolis re- 
ceived in his pay check a gift of $25. 









NT 


GOOD NAMEPLATE 


It was a part of the Minneapolis com- 
. . ; 1" 
pany’s profit-sharing scheme. The 
only “string” tied to the gift was that 
the employees must open a savings ac- 
count in some bank. In this way the 


company gave more than so many 
dollars. It gave the gift of thrift. Why 


not urge some of your directors who 
are employers to follow this example 
with the proviso that the savings ac- 
count be started in your bank? 
© 

“Concerning Wills and Trustees’ is 
a superb brochure put out by The 
Ohio Savings Bank and ‘Trust Com- 
pany of Toledo, O. It is a two-color 
job, brown cover, antique stock, deckled 
edges, as to its mechanical make-up, 
and is excellently written. 


@ 

The First National Bank of Lewis- 
ton, Me., gave away a war map of 
Europe with its compliments, and at 
the bottom of the map was a brief 
summary of the causes of the war. 

O 

The National Shoe and Leather 

Bank, of Auburn, Me., has issued a 


couple of very interesting and attract- 
ive booklets — entitled, respectively, 


“Plans for Saving Money” and “Val- 
uable Articles Absolutely Protected.” 
© 
Referring to the Salt Lake City, 


Peoria and ‘Tenafly advertisements, 
grouped together, we would say that 
the first two meet with our full ap- 


proval except the toc fine type in the 
Merchants Bank ad. As to the New 
Jersey advertisement, we suppose the 
object upon which the words “In the 
Public Service” are graven is meant to 


be 


ee Is Business, 
But— 


a block of rock from the 
bard by 
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Tenafly, 





ae 


are changing Business \s 





Call some goon ary! 
wet ac cyuaintes 4 per cout intebest pald 
on 


“The Bank With a Personality” 
MERCHANTS BANK 


Capital $250,000.00. Member of Sait Lake Clearing House 
JOHN PINORgE, Prest AS. E. KAISER, Vice P 

. 4. PeAsooy, Cashier. ne 
Cor. Main Be. Third South. SALT LAKE CITY, UTAH, 


.. ; -, 











Your Business 
Cabinet 


Many of the most successful enter- 
prises have an advisory council or cabi- 
net made up of de partment heads. 

The smaller business man without a lerge organt- 
zation under him cannot have such a business cabinct, 
but as a depositor in the Illinois National Bank he can 
cultivate his acquaintance at the bank and get the 
benefit of sound oe and financial coundei when 
he feels the need of 


The Illinois National Bank 


OF PEORIA 
UNITED STATES DEPOSITORY 





THREE IDEAS 





Palisades 
but as it appears it 
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1781 


The Oldest Bank in America 


HARTERED by the Continental Congress in 1781, the Bank of North America is 

the oldest bank in the country, the period of its existence spanning the entire 
history of the nation since the close of the War of Independence. 

This bank has served many generations of business men in Philadelphia and the 
country at large, through more than a century and a quarter, occupying the same location. 

Throughout its long history Conservatism and Efficiency have been its twin watchwords 

To-day with Capital of $1,000,000, Surplus and Undivided Profits of $2,789,341 
and Total Resources of over $18, 500,000, this bank is better prepared than ever to fill 
its important place among the great financial institutions of the United States. 








ACCOUNTS OF BANKS, BANKERS, CORPORATIONS, FIRMS AND INDIVIDUALS SOLICITED 


HARRY G. MICHENER, President SAMUEL D. JORDAN, Cashier 
WILLIAM J. MURPHY Asst Cashier RICHARD S. McKINLEY Aegst. Cashier CHARLES M. PRINCE, Asst. Cashier 


THE BANK OF NORTH AMERICA 


(NATIONAL BANK ) 


PHILADELPHIA 


1914 


PERFECT TYPOGRAPHICAL BALANCE 














is strongly reminiscent of the yarn The “Link the Americas” advertise- 
about the country printer, who, finding ment is part of a big newspaper and 
himself at press time short several magazine campaign inaugurated, since 
“sticks” of copy, locked up his plug of — the breaking out of the European war, 
tobacco in the form and let it go at by the Fidelity Trust Company of 
that. Baltimore. 













Link the Americas 


‘) Thru the Commercial Cruise Around 
’ South America 

Organized by the Travel Department of the Fidelity Trust Co., of 

Baltimore, for Bankers, Manufacturers, Exporters and Importers 


~ To West Indies, to every important port on East and 
*“s West Coasts of South America and thru the Panama Canal 


New 
BALTIMORE 















An unusual opportunity for opening commercial relations 
with South America is at hand. The door to South 
American trade is wide open, but the business men who 
want South American trade must go after it. Personal 
contact a close study of trade conditions, 1s the only kev to South American wealth. A commercial 
cruise is the answer 







The twin screw S. S. FINLAND, favorably known by Amencen tounsts — an Amencan built vessel of 22,000 ton 
displacement, sailing under the Amencan flag. has been chartered from the International Mercantile Marine Company 


ltimerary:: Leave New York January 27th; Balimove, January Financial and trade experts will accompany 










via West Indies, making complete circut of South Amenca preters and stenographers. Busines men, wh 

topping at all the important cities of the East and West Coasts sok for cruise, will be put im direct touch with business 
retureung thru the Panama Canal; fitty-two crumsing days. filty tour thew respective lines at all cities visited, os well 
davs um ports, the length of ume im each port hemg regul s publicity of the enterprise will 










“Se cattao PERNAMBUCO, 


us 
the umportance of the market + to be visited thew the United States 





Cost: The cost of tip is small tor the splendid accommodations . merican eo Bae provisien hes bere Meg MOLLENDO j 
forded. $800 and ues ds for 106 days — $7.54 okdinen made for the exhibinon m of goods for which af ey 
Seg 7s pace will be allotted The 5 s . INL ‘AND wall nl ito pwTOFOGASTA<# = Janene: 

_ @ floating exhibinon where all may conduct business under most TOS 

Special Features: Every proviswn for the promonon ol favorable circumstances i 

To appreciate the full significance of the opportunities aflorded by this Commercial Cruise, write at once for details ‘ 
. TEVIDEO 
and make your plans now VALPARAISO ri 
Tourist parties invited Ample accommodations for ladies y 
ADDRESS; ‘ / 
TRAVEL DEPARTMENT / 
‘ 
THE FIDELITY TRUST CO. 
202 N. Charles St. 5 
NTA ARENAS 


PART OF A NEWSPAPER AND MAGAZINE CAMPAIGN 








G4 


A year ago, the National Shawmut 
Bank, of Boston, adopted the plan of 
issuing a specially designed check for 
sending Christmas money. The de- 
mand for these checks was so large 
among its depositors that the bank has 
decided to make it an annual practice 
to advertise the cheeks. Last Novem- 
ber the bank sent out a circular illus- 
trating the design of the checks and 
enclosing a reply post card worded 
follows: Gentlemen: Please send me 

... Christmas checks, lithographed 
in gold and colors, at ten cents each, 
charging my account with the amount.’ 


fe) 
1) 


For a perfectly balanced ad. we call 
attention to that of “The Oldest Bank 
in America,” which is reproduced from 


a full page in the “Bankers 
Directory.’ 
® 
Spesking of wills, the German 
American Trust and Savings Bank, 
Los Angeles, has issued in a fine book- 
let a reproduction of ten advertise- 


ments on that subject that appeared 
in the local newspapers. The collec- 
tion is a strong and interesting exposi- 
tion of the subject. 


& 
Have a Plan This Year 


OU will get better results from 

your advertising if you take it up 
as a whole, not piecemeal. Get your 
board of directors to vote a certain ap- 
propriation for your advertising in 
1915. Make it liberal enough, get 
good advice and copy. then go ahead 
and give your advertising time to get 
up its momentum before putting on the 


brakes. 
& 


Bank Advertising Exchange 


Those listed herewith are willing to ex- 
change booklets folders and other adver- 
tising matter issued by them. Subscribers 
can get on this list free of charge by writ- 
ing to the editor of this department. 

Watch for new names and other 


changes. 
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F. R. Adams, Will Co. National Bk., Joliet, II. 

American National Bank, Richmond, Va. 

D. Ansley, care Central Trust Co., San An- 
tonio, Texas. 

Carl W. Art, manager publicity department, 
Union Trust & Savings Bank, Spokane, Wash. 

A. F. Bader, publicity manager, City National 
er, Evansville, Ind. 

Bailey, cashier, 

Clarkaville Tenn. 

The Bankers Magazine, New York. 


First National Bank, 


H. C. Berger, Marathon County Bank, Wau- 
sau, Wis. 
Cc. J. Bevan, cashier, Exchange Bk., Genoa, IIL. 


E. L. Bickford, cashier, First National Bank, 
Napa, Cal. 

W. O. Boozer, treasurer, American Trust Co., 
Jacksonville, Fla. 

A. Bradham, cashier, 

Savings Bank, Sumter, S. C. 

Jesse E. Brannen, cashier, 
Bank, Westwood, N. J. 
E. M. Baugner, president, The Home Building 
Association Co., Newark, Ohio. 
Cc. W. Beerbower, National 
Roanoke, Va. 

H. C. Bollman, assistant cashier, 
tional Bank, Collinsville, Okla. 

T. J. Brooks, cashier, The Guaranty Trust & 
Savings Bank, Jacksonville, Fla. 

. A. Buchanan, Guaranty Trust Co., 
caster, Pa. 
A . Bunch, cashier, Merchants & Farmers 
Bank. Statesville, N. C. 

E. C. Burton, vice-president, 
Bank, Chester, Pa. 

Stephen L. Burwell, vice-president, 
tional Bank, Jackson, Miss. 

A. Bush, Jr., Ladd & Bush, bankers, Salem, 
Oregon. 

Citizens National Bank, Oconto, Wis. 

Commercial Bank, Midway, Kentucky. 

B. S. Cooban, 518 W. 63rd Street, Chicago, Ill. 

H. Reed Copp, assistant advertising manager, 


The Commercial & 


First National 


Exchange Bank, 
First Na- 


Lan- 


Penn. National 


First Na- 


Old Colony Trust Co., Boston, Mass. 

Arthur S. Cory, Chehalis National Bank, 
Chehalis, Wash. 

David Craig, Tradesmens National Bank, 
Philadelphia. Pa. 

Eugene Commercial National 


E. Culbreth, 
Bank, Raleigh, N. C. 

H. A. Dalby, Naugatuck Savings Bank, Nau- 
gatuck, Conn. 

Dexter Horton National Bank, Seattle, Wash. 

J. T. Donnellan, publicity manager, Security 
Trust & Savings Bank, Los Angeles, Cal. 

T. R. Durham, assistant cashier, Chattanooga 
Savings Bank, Chattanooga. Tenn. 

W. R. Dysart, assistant cashier, First National 
a Ripon, Wis. 


*.. Eherspracher, assistant cashier, First 
National Bank, Shelbyville, Ill. 
A. A. Ekirch, secretary, North Side Savings 
Bank. New York City. 
F. W. Ellsworth, publicity manager, Guaranty 
Trust Co., New York. 


The Franklin Society, 38 Park Row, N. Y. 

E. W. Finch, assistant cashier, Birmingham 
Trust & Savings Co., Birmingham, Ala. 

First National Bank, Lead. §S 

Jas. P. Gardner, Montclair, N. J. 

Cc. L. Glenn, advertising manager, Wachovia 
Bank & Trust Co., Winston-Salem, N. C 

P. Gooden, advertising manager, 
Netherland Bank New York. 
F. Hamsher, First National Bank, 

Gaicn, Cal. 

Victor F Hann, manager publicity depart- 
ment, we Fifth Avenue Bank, New York City. 

J. . Hansen, cashier, Citizens State Bank, 
uae Wis. 

E. A. Hatton, cashier, 
Del Rio, Texas. 

John R. Hill, 
sonville, Fla. 

Jessamine G. 


' New 


Los 


First National Bank, 


Barnett National Bank, Jack- 


Hoagland, publicity manager, 


Natioral City Bank, Chicago, 111. 

N. 3 Hokanson, State Bank of Chicago, 
Chicago, II. 

Frank K. Houston, assistant cashier, Third 
National Bank, St. Louis, Mo 

L. M. Howard, vice-president, Continental 
Bank & Trust Co., Shreveport, La. 

W. L. Jenkins. Farmers & Mechanics Trust 


Co.. West Chester, Pa. 
N. W. Johnston, president, 
Savings Bank, Champaign, III. 


Illinois Trust & 
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W. P. Jones, assistant cashier, First Nationa! 
Bank of Commerce, Hattiesburg, Miss. 

W. R. Kay, Jr., advertising manager, 
ramento Bank, Sacramento, Cal. 

c. B. Keller, Jr., assistant cashier, Strouds- 
burg National Bank, Stroudsburg, Pa. 

Kennett Trust Co., Kennett Square, Pa. 

Grover Keyton, New Farley National Bank, 
Montgomery, Ala. 

Edward W. Klein, advertising manager, 
Cleveland Trust Co., Cleveland, Ohio. 

M. R. Knauft, assistant cashier, 
National Bank, St. Paul, Minn. 

George L. ‘Kreeck, treasurer, Farmers State 
Savings Bank & Trust Co., Lawrence, Kans. 

Henry M. Lester, Nationa! City Bank, New 
Rochelle, N. Y. 

y. Lindhjem, assistant cashier, Scandina- 
vian American Nat. Bank, Minneapolis, Minn. 

L. W. Lovell, assistant cashier, The Lovell 
State Bank, Monticello, Iowa. 

H. Warner Martin, assistant cashier, 
National Bank. Atlanta. Ga. 

Charles S. Marvel, The First-Second National 
Bank, Akron, Ohio. 

H. B. Matthews, 
Bldg., Chicago, Ill. 

Tom C. McCorvey, Jr., 
es s Trust Company, 


Sac- 


Merchants 


Lowry 


S. W. Straus & Co., Straus 
assistant cashier, City 
Mobile, Ala. 
McDonald, advertising manager, The 
City National Bank, Sulphur Springs, Texas. 

Frank Merrill, advertising manager, The 
Northwestern National Bank, Minneapolis, Minn. 

ill E. Morris, assistant cashier, Farmers & 

Merchants Bank. Stockton, Cal. 

E. R. Mulcock, Commercial 
Syracuse, N. Y. 

Nebraska State Bank, Ord., Neb. 

Old State National Bank, Evansville, Ind. 

. A. Overton. cashier, The National Bank 
a Branch, Smithtown Branch, N. Y. 


National Bank, 


. B. Parrish, cashier, National Bank of 
Commerce, Williamson, W. Va. 
A. E. Potter, president, Broadway National 


Bank, Nashville, Tenn. 
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W. W. Potts, treasurer, The Federal Title & 
Trust Co., Beaver Falls, Pa. 

Cc. W. Rowley, manager, 
Commerce, Winnipeg, Can. 

Wm. J. Ruff, cashier, Luzerne County Na- 
tional Bank, Wilkes-Barre, Pa. 

W. W. Russell, cashier, First National Bank, 
White River Junction, Vt. 


Canadian Bank of 


George J. Schaller, cashier, Citizens Bank, 
Storm Lake, Iowa. 
Almot Schlenker, assistant cashier, First 


National Bank, Brenham, Tex. 

Paul T. Schulze, assistant cashier, State Bank 
of La Crosse, La Crosse, Wis. 

E. P. Simpson, Jr., assistant cashier, 
National Bank, Toccoa, Ga. 

T. K. Smith, Jr., manager, Gimbel Brothers, 
Bankers, New York City. 

J. G. Spangler cashier, The Mesa City Bank, 
Mesa, Ariz. 

T. H. Stoner. cashier, The Peoples National 
Bank, Waynesboro, Pa. 

Cc. E. Taylor, Jr., president, Wilmington Sav- 
ings & Trust Co., Wilmington, N. C. 

A. C. Tonsmeire, cashier, City Bank & Trust 
Co., Mobile, Ala. 

Union Trust Co. of D. C., 

F. H. Williams, assistant 
City Savings Institution, Albany, N. Y. 

John W. Wadden, Lake County Bank, Madi- 


First 


Washington, D. C. 
treasurer, Albany 


Van Blarcom, assistant cashier, 
Second National Bank, Paterson, N. J. 

Cc. C. Willson, care of Continental & Commer- 
cial Trust & Savings Bank, Chicago, Ill 

Frank A. Zimmerman, Chambersburg Trust 
Co., Chambersburg, Pa. 

Paul E. Zimmerman, cashier, Oak Park Trust 
and Savings Bank, Oak Park, IIl. 


NEW NAMES. 


Federal National Bank, Denver, Colo. 
Bank of San Rafael, San Rafael, Cal. 


Book Reviews 





Ture Feperat Reserve 
W. Barron, Boston: 
Bureau Company. 


Act. By C. 


Boston News 


N this republication in book form of 

a series of twenty-eight essays orig- 
inally appearing in “The Wall Street 
Journal” and “Boston News Bureau,” 
one will find a careful statement of the 
deficiencies in our banking system 
which the Federal Reserve Act was de- 
signed to reuedy, and a thorough ex- 
planation of the provisions of the new 
law. 

There is much solid information in 
the volume and it is presented in a 
very interesting form. 

Mr. Barron’s long and close study 
and observation of banking and finan- 


cial events especially qualify him to 
write instructively of the new banking 
law as well as of the various collateral 
matters. 

This is one of the treatises on the 
Federal Reserve Act sure to have last- 


ing vaiue. 


IMPERIAL DicTioNarY. 
Ohio: The Saalfield Publish- 


Wenstrr’s 
Akron, 


ing Co. 


HILE it is frankly announced 
that “This dictionary is not pub- 
lished by the original publishers of 
Webster's Dictionary or by their suc- 
cessors,” the claim is made that this is 
“The one great dictionary by which all 




















Amory Enior 
RECENTLY ELECTED PRESIDENT OF THE WEBSTER AND ATLAS 
NATIONAL BANK, BOSTON 
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others are measured.” It is also stated 
that the book is new throughout and 
is printed from new plates; that it con- 
tains 2,205 pages and 2,500 illustra- 
tions; that there is no supplement and 
no added words; that every word is 
defined where it belongs; and that the 
volume contains a complete atlas of 
the world. It is presented in a variety 
of bindings, at different prices; and 
there are also editions suited to a 
wide range of requirements, both as to 
size, style and cost. 

Besides the spelling, pronunciation, 
etymology and definitions, “Webster's 
Imperial Dictionary” contains many 
other valuable features; such as, a 
modern gazetteer of the world, diction- 
ary of authors, dictionary of noted 
names in fiction, mythology, ete., dic- 


tionary of foreign words, phrases and 
colloquial expressions, pronouncing dic- 
tionary of Scripture proper names, 
Greek and Latin proper names, dic- 
tionary of biography, signs and sym- 
bols used in writing and printing, 
marks used in proofreading, values of 
standard foreign coins, list of pro- 
posed amended spellings, a department 
devoted to faulty diction, and a com- 
plete atlas of the world. 

The mechanical structure of ‘“Web- 
ster’s Imperial Dictionary” is  un- 
doubtedly good, and in other respects 
it appears to be meritorious. A dic- 
tionary is a volume whose real worth 
can be proven only after a long daily 
test. The publishers of “Webster’s 
Imperial Dictionary” seem to invite 
that test with confidence. 


SUUDANUAAUOONUAAUGOUEOOEOAUAGUOOOOOUOGUOOUOGOOEODOGUOGOUEODOGD OOO SOOEOOEGOUEOUEEOOEOUEOUOOD OOO OOOO EGOOOUOGODEOUOOOOOOUOOOOOOOGOOOOOOOOOOOOOOU EGU OOO EOOUEOU OOO OOGUEOUEOOUEE 


New President of the Webster and 
Atlas National Bank, Boston 





R. AMORY ELIOT, who was 
M recently elected president of the 

Webster and Atlas National 
Bank to fill the vacancy caused by the 
death of Mr. John P. Lyman, who for 
many years had occupied the position, 
has been a director of the institution 
since 1906 and prominent in its affairs. 
He is a member of the Harvard class 
of °77, was graduated from the Har- 
vard Law School and became a member 
of the Bar. He is a trustee of the 
Suffolk Savings Bank; director of the 
New England Casualty Company and 
of the Boston Real Estate Exchange, 
Boston Chamber of Commerce and 
many large building trusts. 

There has been no further change in 
the officers, Raymond B. Cox contin- 
uing as vice-president, Joseph L. Fos- 
ter, cashier, and Robert E. Hill, assist- 
ant eashier. 


The Webster and Atlas National 
Bank was formed in 1904 by the 
merger of the National Webster Bank, 
organized in 1853, and the Atlas Na- 
tional, organized in 1833. The career 
of the bank since that date has been 
uniformly successful. While its capi- 
tal remains at the former figure of 
$1,000,000, its surplus and profits have 
been increased in ten years from $675,- 
000 to over $1,200,000. Its total assets 
on October 31, 1914, were $7,294,000. 

The directors of the bank include 
the following well-known names: 
Charies B. Barnes, Jr., Joseph S. Big- 
Alfred Bowditch, Theodore G. 
Bremer, William R. Cordingley, Ray- 
mond B. Cox, Amory Eliot, John W. 
Farwell, Robert H. Gardiner, Walter 
Hunnewell, Homer’ B.. Richardson, 
Richard S. Russell. 
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BUILDING OF THE INTERNATIONAL TRUST COMPANY, BOSTON 


HM MM 











a A se. coe at 2a 2 6lCO ee Oe Oe 











FE ee ee ee ee ee ee ee ee ee ee TTT 


Modern Financial Institutions and Their 
Equipment 





The International Trust Co., 
Boston 


ITH its merger with the 

Lincoln Trust Company, the 

International Trust Company 
of Boston entered upon a new career, 
which promises to be one of the sub- 
stantial banking successes of Boston. 
The Lincoln Trust Company was the 
younger and smaller institution, but it 
had made a good record under the 
leadership of Charles G. Bancroft, who 
became president of the combined insti- 
tution, and has since conducted its 
affairs with conspicuous success. 

Mr. Bancroft was a native of Lan- 
caster, Mass. A graduate of the Bos- 
ton University Law School and a mem- 
her of the bar, he became. associated 
with various banks as counsel, and 
was at one time a director of the 
Clinton (Mass.) National Bank. When 
the Jewelers National Bank of Attle- 
boro, Mass., suspended, he was made 
receiver and wound up its affairs to the 
entire satisfaction of those interested, 
and when the Lincoln Trust Company 
was organized he became a director and 
later assumed the presidency. In Feb- 
ruary last the Lincoln was merged with 
the International Trust Company and 
Mr. Bancroft became president of that 
institution, with assets of over $12,- 
000,000. 

The main office of the company is 
located at the corner of Milk and Dev- 
onshire streets in a modern building 
valued at over a million and a half dol- 
lars. The entire main floor is fitted 
up with the various banking depart- 
ments, while the transfer department 
and safe deposit vaults are located in 
the basement, with entrances both from 
the banking rooms and from the street. 


A branch has recently been estab- 
lished at the corner of Summer and 
Lincoln streets, equipped with all the 
facilities required by its many cus- 
tomers located in that section. 

Besides the various departments of 
the modern trust company provided 
with facilities for all the demands of 
its customers, the company has recently 
established a fully equipped savings 
department. The company is also trustee 
of many important trusts, its total 
assets in this department being nearly 
$1,500,000. 

The company is a legal depositary 
for trust funds and as a reserve agent 
for out-of-town state banks and trust 
companies it has been approved by the 
rigid examination of the New York 
State banking department. 

The October 81st statement of the 
company makes the following strong 
showing: 

ASSETS. 

Bonds and stocks............. 
Loans on real estate.......... 
NS BOGE wos ececescecses 
NE esti cekees daa s0% 
Syndicate participations....... 
IN CN isos cuassuen ae 
Stock of company for distribu- 

tion 


$2,085,177.57 
74,702.92 
778,486.06 
6,400,860.46 
88,000.00 
1,006,166.99 


2,200.00 
2,001,955.06 





$12,437,549.06 
LIABILITIES. 


CO ME sein icacctwene $1,000,000.00 
Surplus and profits........... 1,109,706.11 
PS cacandecucwssbiwdean 10,327,842.95 


$12,437,549.06 





The full list of officers and directors 
follows: Charles G. Bancroft, presi- 
dent; Frederick Ayer, vice-president; 
Henry L. Jewett, vice-president and 
secretary; Clifford B. Whitney, treas- 
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CuHartes G. Bancrorr 
PRESIDENT INTERNATIONAL TRUST COMPANY, ROSTON 
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MAIN BANKING ROOM 








ENTRANCE TO SAFE DEPOSIT VAULTS AND TRUST DEPARTMENT 


INTERNATIONAL TRUST COMPANY, BOSTON 
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BRANCH OFFICF, CORNER SUMMER AND LINCOLN STREETS 





BANKING ROOM, BRANCH OFFICE 


INTERNATIONAL TRUST COMPANY, BOSTON 
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TRANSFER DEPARTMENT, MAIN OFFICE 
INTERNATIONAL TRUST COMPANY, BOSTON 


urer; A. Francis Hayden, trust officer; 
Edward H. Graham, Assistant secre- 
tary and assistant treasurer; Chester B. 
Pierce, assistant treasurer. 

Directors: Cecil Q. Adams, Samuel 
G. Adams, Frederick Ayer, James A. 
Bailey, Jv., Charles G. Bancroft, 
Thomas Barbour, Elmer J. Bliss, Ed- 
win P. Brown, Alonzo N. Burbank, 


William W. Crapo, Henry V. Cun- 
ningham, Wendell Endicott, Oliver M. 
Fisher, John M. Graham, Walter B. 
Henderson, John M. Longyear, George 
B. H. Macomber, Robert M. Morse, 
William A. Muller, James J. Phelan, 
Edmund H. Talbot, Loren D. Towle, 
Herbert F. Winslow, Sidney W. 
Winslow, Jr. 


We 


Bank a Co-operative Association 


A’ the “prosperity luncheon” of the 

Merchants Association of New 
York late in November, Mr. Irving T. 
Bush, president of the Bush Terminal 
Company, called attention to the close 
relations between the banker and _ busi- 
ness man. He said: 

“There is no reason for thinking, as 
many do, that the interests of the 
banker and the merchant are distinct 
and apart. ‘They are absolutely united 


and can never be separated. A bank 
is nothing but a coéperative association 
of business men. The stockholders of 
the average bank are men engaged in 
trade. and the very affairs of the bank 
are directed by a group of business 
men as directors. Many people to-day 
do not even realize what a bank is, and 
much less what the new Federal Re- 


, 


serve Banks are.’ 
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Asuton G. CLAPHAM, 
PRESIDENT COMMERCIAL NATIONAL BANK, WASHINGTON, D. C. 


NE of the large and successful banks of the National Capital is the Commercial 
National Bank, of which Mr. Ashton G. Clapham is president, and to whose energy 
and sound financial judgment much of the bank's growth has been due. 

Mr. Clapham began his business career as assistant secretary of the Mutual Fire Insur- 
ance Company of Loudoun County, , and from this position he went to the Loudoun 
National Bank of Leesburg, Va., then assisted in organizing the Bank of Manassas, Va., and 
took the position of assistant cashier. From there he went to the First National Bank of 
Farmville, Va., as cashier. In 1904 he became treasurer of the Merchants-Mechanies Savings 
Bank of Washington, and the following year was elected cashier of the National City Bank, 
remaining with that bank until May, 1908, when he was elected vice-president of the Com 
mercial National Bank, and in January, 1911, he was elected president. 

Mr. Clapham’s name is being prominently mentioned in connection with the position of 






treasurer of the American Bankers Association 




















The Influence of the Federal Reserve 
System on Borrowers’ Statements 





By CLINTON H. SCOVELL, A. M., C. P. A.* 





"THE creation of the Federal Re- 

serve System with the empha- 
sis placed on the rediscounting func- 
tions and the regulations defining 
commercial paper eligible for discount, 
has brought prominently before the 
bankers of the country the real value 
of verified financial statements. 

Although the Federal Reserve Board 
announces that “for the time being 
certified accountant’s statements will 
not be required,” “this matter is re- 
served for regulation at a later date.” 
The board has prescribed certain basic 
principles for the guidance of Federal 
reserve banks: (a) proceeds of notes 
discounted are not to be applied to per- 
manent investment, (b) maturities are 
to be well distributed, and (c) bills 
should be of such character that it is 
reasonably certain that they can be col- 
lected when they mature. 

Donble-name paper drawn on a pur- 
chaser against an actual sale is prima 
facie available for rediscount. 

“Inasmuch, however, as single-name 
paper does not show on its face the 
character of the transaction of which 
it arose—an admitted weakness of this 
form of paper—it is incumbent upon 
each Federal reserve bank to insist 
that the character of the business and 
the general status of the concern sup- 
plying such paper should be carefully 
examined in order that the discounting 
bank may be certain that no such single- 
name paper has been issued for pur- 
poses excluded by the act, such as in- 
vestments of a permanent or specula- 
tive nature. Only careful inquiry on 








*Of the firm of Clinton H. Scovell & Co., 
Certified Public Accountants and Industrial En- 
gineers 


these points will render it safe and 
proper for a Federal reserve bank to 
consider such paper as a ‘self-liquidat- 
ing’ investment at maturity.” 

The member banks presenting paper 
for rediscount must have a statement 
from the borrower “signed under 
oath” and containing “a short general 
description of the character of the 
business, the balance sheet and _ the 
profit and loss account.” Assets and 
liabilities are required to be classified, 
and the regulations provide that 
“short-term loans should be in proper 
proportion to quick assets, and the 
statement should contain satisfactory 
evidence that short-term paper is not 
being sold against permanent or slow 
investments.” 

The member bank certainly assumes 
an important responsibility, for the 
regulations say: 

“The affixing of the stamp (stating 
that the paper is eligible for redis- 
count) will be considered a solemn and 
binding declaration by the member 
bank that the (borrower’s) statement 
has been examined from the point of 
view of the regulations, and that the 
paper bought complies with all the 
requirements of the law and the regu- 
lation hereby imposed.” 

The question that really needs to be 
considered is how far a banker can 
safely rely on the borrower to make a 
correct statement of his affairs, and 
then how well the banker can satisfy 
himself that the statement is correct. 

It is common knowledge that unveri- 
fied financial statements furnished by 
borrowers are usually optimistic and 


often positively misleading. In an ad- 


dress before the American Association 
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of Public Accountants at Chicago, in 
September, 1912, Mr. David R. For- 
gan, president of the National City 
Bank of Chicago, said: 


“In a bank managed by experienced 
men, almost all the losses are due to 
one cause—namely, incorrect  state- 
ments either innocently or wickedly 
made by the borrower. Any banker 
of average intelligence can tell a good 
statement fron a bad one—provided it 
is a true statement. But there’s the 
rub! Is it a true statement? In many 
cases the revelations coming after 
bankruptcy prove that the statements 
recently submitted as a basis of credit 
were so far from true that they must 
have been deliberately made to deceive 
the banker. I say this after making 
full allowances for change of condi- 
tions and point of view. This does not 
prove, however, that statements are 
untrue as a general rule. So long as 
business is prosperous, there is no 
need for incorrect statements. Expe- 
rience, however, proves that few men 
squarely face the facts when _ their 
business drifts into trouble, and _ still 
fewer have the courage to reveal the 
truth to their banker. The result is 
that between self-deception and moral 
cowardice the banker is deceived into 
making loans which entail loss, and 
which he -never would have made had 
he known the facts.” 

The executive knows that some of 
his assets are over-valued and _ that 
there are liabilities which do not ap- 
pear upon the books. but he is opti- 
mistic and hopes that the next year 
will show greatly increased profits, and 
therefore, he allows the optimistic fig- 
ures to appear on the statements of 
the current vear, hoping that the next 
year will allow him to adjust them to 
their true values. It is rare, however, 
that the hoped for good year arrives, 
and year after year he signs a state- 
ment which does not set forth his ap- 
proximate financial condition. 

In the larger concerns the partners 
or officers depend on report of subor- 
dinates for the statements which show 
the condition of the business, and it is 


a regrettable fact that many execu- 
tives sign statements without any per- 
sonal knowledge that the figures pre- 
sented to them are correct. The banker 
must have this weakness in mind 
in appraising the statements presented 
by many of his customers. Under 
such conditions the services of inde- 
pendent accountants are needed to 
verify the declaration of the borrower 
that the proceeds of the bill will be 
used for purposes allowed by the act 
and the regulations of the board. 

We get to the heart of the question 
when we consider in detail the kind of 
errors that commonly occur in unveri- 
fied statements. When undertaking 
audits for new clients, accountants 
frequently find long continued ad- 
vances to partners or officers carried 
as cash; personal loans, doubtful 
claims and very doubtful accounts car- 
ried at full value as accounts receiv- 
able, and old out-of-date merchandise 
carried at its original cost value, al- 
though it should have been scrapped 
long before. While the unverified 
statements previously given to the bank 
by these business men were not dis- 
honest, they were unduly optimistic 
and certainly not a satisfactory basis 
for loans. The credit files referred to 
in Regulation No. 4 of the Federal 
Reserve Board are very good as far 
as they can go, but without independent 
verification there is no assurance that 
the borrowers’ statements deposited 
therein will be any better in the future 
than similar statements have been in 
the past. 

Cash is capable of direct and exact 
verification. Credit men in banks and 
large wholesale houses when apprais- 
ing statements of smaller concerns 
have found that it is necessary to in- 
quire how much of the “cash” shown on 
the balance sheet is on deposit, and how 
much is on hand at the office, but this 
inquiry is in fact directed almost sole- 
lv to determining that the asset is 
really cash, and not advances and 
“memos” that are really accounts re- 
ceivable, and perhaps doubtful assets 
at that. 
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Accounts receivable are more fre- 
quently under suspicion than the cash. 
It is hardly necessary to say that the 
debit balance on partners’ accounts, 
overdrawn salary accounts and similar 
items should not be carried as accounts 
receivable in the same class with col- 
lectible balances from customers. This 
is a distinction which many business 
houses fail to make, but it is essential 
that this distinction should be made on 
a statement which is presented as a 
basis for credit. Even trade accounts 
receivable must be examined very 
thoreughly if they are to be estab- 
lished as good quick assets. The pro- 
fessional accountant considers how well 
the accounts are distributed geogra- 
phically and otherwise, what the ex- 
perience of the business has been on 
credit losses, and if one or two cus- 
tomers owe large amounts, their ability 
to pay needs to be specially consid- 
ered. When business houses are hard 
pressed to make a_ good _ show- 
ing. it is not uncommon to _iind 
them very optimistic in regard to 
the quality of the accounts receivable, 
and in a good many instances this op- 
timism is not at all justified by the 
facts. Often the matter of a reserve 
for bad debts is entirely ignored, and 
it is very seldom that a reserve is set up 
to provide for discounts and freighits 
which will be allowed customers when 
their accounts are paid. 

Merchandise inventories offer the 
most serious obstacle to a complete 
verification of current assets in the 
ordinary statement. There is always 
the question whether the goods were 
carefully and accurately counted. Mis- 
takes are frequently made on large in- 
ventories, not only as the result of 
wrong count, but because of wrong 
classification. There must next be 
considered the price at which the raw 
material, work-in-process and _ finished 
stock are to be taken in the inventory. 
Costs are not always accurately known, 
and not infrequently do not apply to 
the product in question because it is 
no longer in fashion, as in the case of 
wearing apparel, or as where castings 


and the parts of maghines have been 
superseded by newer models. Raw 
materials recently purchased for man- 
ufacture usually come much nearer to 
being « quick asset than stocks of fin- 
ished goods or merchandise, which are 
subject to the variations of the season 
or the requirements of fashion. It is 
clear that there is not only the ques- 
tion as to what a merchandise inven- 
tory costs, but also whether it is sala- 
ble at that price or at any price. 

It is a distinct help to a firm of ac- 
countants in verifying an inventory to 
have on their staff engineers and cost 
accountants who know shop conditions 
and inventories from the practical ex- 
perience of several years’ work right 
out in the shop. These men can tell 
the difference between new and old 
stock, and “size up” the inventory as 
no man, trained merely in an office, 
can hope to do. 

It is important that the merchandise 
as well as the other property be prop- 
erly covered by insurance. 

Serious errors have been known to 
occur in statements because the values 
of goods received were reckoned in the 
inventory, although they had not been 
paid for, and the amounts of thie 
invoices were omitted from the ac- 
counts payable. Even honest book- 
keepers blunder over this accounting 
principle, and it is one of the devices 
most frequently resorted to by per- 
sons who attempt to make a false 
statement of their affairs. 

Some other items may properly ap- 
pear on the balance sheet as current 
assets; such for example, as prepaid 
interest. insurance unexpired, or occa- 
sionally extraordinary expenses for ad- 
vertising or other outlays, which must 
ultimately be charged to expense, but 
which may properly be deferred for 
the time being, and charged over the 
period benefited by the expenses in- 
curred. Some of these items are capa- 
ble of exact verification, but others re- 
quire mature judgment. 

Liability for merchandise invoices 
has already been mentioned as requir- 
ing careful consideration with due re- 
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gard to the inventory assets. Manu- 
facturers who have been careful to 
have their debts for purchase invoices 
correctly stated, have sometimes been 
known to omit a substantial liability 
for accrued payroll, the value of which 
has been reckoned in their inventory. 
Invoices for expense accounts of va- 
rious kinds are often conveniently left 
off a statement, if they are not due 
for payment, when they are in fact 
debts that have been incurred and 
should be shown among the liabilities. 
Experienced accountants know how dif- 
ficult it is in a large business, to in- 
elude all such liabilities, and how easy 
it is in any business for the proprie- 
tor to fool himself and thus mislead 
his banker, by omitting such items 
from his balance sheet. 

Actual liabilities should certainly be 
recognized and included in the balance 
sheet, but contingent liabilities are 
sometimes even more serious. Notes are 
sometimes accepted for large amounts 
from customers and promptly disccunt- 
ed. In such circumstances, there is a 
contingent liability in case the original 
makers do not pay. There are some- 
times important contingent liabilities 
on contracts for unfinished work, 
which must be considered if a correct 
statement is to be made of the borrow- 
er’s affairs. 

Considering these matters, to which 
attention must be given, if one is to be 
sure that any statement of assets and 
liabilities is correct, it is fair to say 
that only a small part of the verifica- 
tion required can be accomplished by 
the method of questions and answers 
(which is the only one available to 
most bankers), unless one accepts im- 
plicitly the answers given by the one 
who has made the statement. 

For the reasons given in detail in 
the preceding paragraphs, the experi- 
enced banker, as well as the account- 
ant, knows that the 
spect to such matters cannot be im- 


statement in re- 


plicitly relied upon, even though made 
by men intend to be entirely 
honest. The argument for an_inde- 
pendent verification is as unanswerable 


who 


as the optimism of human nature it- 
self. The importance of such a veri- 
fication when the banker has the least 
reason to be suspicious of the integ- 
rity of the borrower is too obvious to 
require comment. It is significant that 
the largest and most unexpected losses 
in the commercial world occur repeat- 
edly from the failure of concerns with 
honored names and apparent financial 
strength, who are trusted too far and 
too implicitly by those whose business 
it should have been to ask them polite 
but pointed questions. 

The Federal Reserve Board has un- 
doubtedly done a great service to the 
commercial community by bringing 
home to banks their definite responsi- 
bility for the true worth of the paper 
which they may desire to present for 
rediscount. It is a good thing for 
business men and manufacturers to 
have the subject raised for thorough 
discussion. If paper available for re- 
discount is hereafter to set the stand- 
ard, and the rate for borrowers’ money, 
the bankers will make sure that the 
statements on which they base their 
judgment are correct and, to that end, 
encourage their borrowers to have such 
statements verified by experienced and 
independent certified public  ac- 
countants. 

Accountants should be prepared to 
take full responsibility for the verifica- 
tion of the various assets and _liabili- 
ties. A few large banks send their 
own employees to their customers’ fac- 
tories and offices, and so get consider- 
able first-hand information that cannot 
be brought out merely by conferences 
with the borrowers. Not infrequently 
the latter would prefer to have certi- 
fied public accountants make the veri- 
fication, not only because of their ad- 
mitted independence, but because they 
can often make valuable suggestions in 
regard to the handling of numerous 
accounting details, and such related 
matters as production orders, cost ac- 
counts, stock records, ete. Such ad- 
vice is not only a help in the prepara- 
tion of a true statement, but a real 
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constructive service for use in the fu- 
ture conduct of the business. 

If the regulations of the Federal 
Reserve Board bring the whole subject 
up for more active discussion than 
it has ever had in the past, as I be- 
lieve they will, the value of construct- 
ive service by accountants is going to 
reccive more and more consideration. 
Such service will provide the customer 
of the bank with current information 


by which he can run his own business 
better. “The man who knows and 
knows he knows” is the man who wins. 

Bankers for their own protection 
will advise independent examinations 
of borrowers’ statements. If such 
examinations lead to better accounting 
methods, the influence of the Federal 
Reserve System will, both directly and 
indirectly, place business and credits 
on a sounder and safer basis. 


Stamp Tax on Promissory Notes 





"THE Commissioner of Internal Rev- 
enue has announced that until] fur- 
ther notice the collectors shall be 
guided by the regulations of 1898 in 
imposing the stamp tax on promissory 
notes. These regulations which are 
now in effect provide as follows: 

“Promissory notes, except bank notes 
issued for circulation, and for each re- 
newal of the same, for a sum not ex- 
ceeding $100, two cents; and for each 
additional $100 or fractional part 
thereof in excess of $100, two cents. 

“A judgment note is a promissory 
note and is required to be stamped as 
such. 

“Receipts accepted in lieu of promis- 
sory notes, as evidence of money 
loaned must be stamped as promissory 
notes. 

“Promissory notes under seal are 
taxable the same as other promissory 
notes and not as bonds. 

“Checks used in lieu of promissory 
notes must be stamped at the rate of 
two cents per $100. 

“Where a note or notes with de- 
tached interest coupon notes are given, 


each coupon note requires a stamp in 
addition to the stamp placed on the 
principal note. 

“Interest coupons attached to bonds 
and surrendered as receipts for inter- 
est paid do not require a stamp. 

“No stamp is required upon the 
transfer by indorsement of promissory 
notes. 

“Where notes secured by a deed of 
trust are used as collateral, the deed 
of trust and the notes are required to 
be stamped, not on the basis of their 
face value, but on the amount for 
which they are pledged (that is to say, 
the memorandum of their pledge must 
be so stamped). This pledge of notes 
and deed of trust does not require to be 
stamped again because of renewals of 
the notes held as collateral if the 
pledge itself is not renewed. 

“Promissory notes which have ma- 
tured and have been allowed to 
run without suit are held not to be re- 
newed by the payment of interest. 
This is looked upon as a ‘forbearance’ 
and not a renewal the holder not re- 
linquishing his right of action for any 
stated period.” 











Foreign Banking and Finance 





European 
SWEDISH LOAN 


LOAN for the Swedish Gov- 

ernment in the form of two- 

year six per cent. gold Treas- 
ury notes to the amount of $5,000,000 
was recently placed in New York. 


Os 


PARIS BOURSE OPENS 


HEN the Paris Bourse opened 

on December 7 after having 
been closed since September 8, many 
brokers and members of the outside 
public assembled, but their presence 
was apparently due to curiosity. The 
cries of stock prices usually heard 
were absent, and if transactions took 
place they were effected in the course 
of conversation. 

The market opened hesitating, and 
the closing was generally good. Rentes 
were quoted at seventy-two francs 
fifty centimes. The exchange on Lon- 
don was 25.10. 


7 
LONDON STOCK EXCHANGE 


ONFIDENCE is undoubtedly in- 
creasing in London Stock Ex- 
change circles. The success of the 
war loan, although it has competed 
with other Stock Exchange securities, 
has served to emphasize the fact that 
there is a lot of money in the coun- 
try available for investment, and the 
hope is entertained that now that 
money has been set in motion by the 
Government’s it will not return 
to the banks and become once more 
a semi-stagnant deposit. 
The Stock 


issue 


momentous Exchange 


80 


settlement on a recent date passed off 
much more satisfactorily than was ex- 
pected. A number of firms—probably 
about fifty—have passed their books 
into the committee, stating that they 
are unable to meet their liabilities, and 
in several cases special arrangements 
have been made. But there has been 
no instance of one failure causing two 
others and those two precipitating ten 
more and the ten involving another 
fifty, and so on, as was at one time 
apprehended. 

One instance of what has been done 
will serve as an illustration. A big 
firm with large debts due from abroad 
has paid in full all its own debts 
which severally do not exceed £1,000 
($5,000), but all debts of more than 
that amount have only been met to 
the extent of fifty per cent., with a 
promise to pay the remainder as 
soon as the receipt of money due 
permits. This is a very fair ar- 
rangement. Meanwhile the firm does 
not enter into any fresh business, and 
its credit, which formerly was very 
high, is reduced to a very low level. 

There is another instance of a firm 
of two partners which has _ disap- 
peared, paying nobody. A _ notice on 
the door of their vacated office says: 
“Gone to the Front.” But in the 
meantime it is officially announced 
that they have ceased to be members 
of the Exchange. 

Business—all on a cash basis—is 
very quict. It consists mainly of 
small investment buying, and, on the 
other hand, selling of deceased es- 
tates. Business is slow because it is 
done mainly by telephone, and, 
whereas on the fleor of the Exchange 
it is relatively easy to find a dealer 
in most stocks, it is often difficult to 
find a dealer on the telephone who is 
willing to deal at limit prices. At 
the present time. however, there is 
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more buying than selling and conse- 
quently prices are inclined to rise 
rather sharply at times. 

One cause of this advance in prices 
is very obvious: If a broker wants to 
buy, say £1,000 of stock for a client, 
he rings up a desler in that stock and 
tells him what he wants to do; the 
dealer if he has no stock on his books 
rings up all the men whom he thinks 
may have some to sell; they in turn 
try to find a seller: so that one actual 
buyer may in a short time create sev- 
eral apparent buyers who all help to 
put up the price. When the original 
buyer has got his stock they are all 
“of”: none of them want it and the 
price gradually finds a lower level 
again. Such is the general condition 
of the Londen Stock Exchange at the 
present moment. 

In these circumstances it does not 
matter much whether the Exchange 
opens or not; business would become 
simplified by the reopening of the 
House, and perhaps the public would 
be better served, but before it is 
opened the authorities will require to 
be convinced that in the event of a 
temporary reverse on land or sea there 
would be no fear of panic or slump. 
The rea] question is: Can fixed mini- 
mum prices be maintained in time of 
panic? Nobody knows because the 
point has never been tested in open 
market. 


Foy 


ENGLAND’S: CONTRI- 
ASSIST TRADE 


BANK OF 
BUTION TO 


HE total number of bills of ex- 

change dealt with by the Bank of 
England under the special moratorium 
in respect of bills which came into 
force on August 12 
£120.000.000  ($600,000,000). The 
Government gave the Bank of Eng- 
land a guarantee against loss in re- 
spect of these bills, which the Bank 
ofered to discount without recourse 
to the holder. such facilities being 
granted in respect of good trade bills 
and the acceptances of foreign and 


last represents | 


colonial banks branches in 
England. 

The rush to take advantage of this 
offer was much greater than expected, 
but it is quite evident that the loss to 
be made up by the Government will be 
only a very small. percentage of the 
total mentioned above. 

This is only one of the arrangements 
made by the Government to assist 
trade and finance, but it is one of the 
most important. 


having 


& 


EMERGENCY CUR- 
RENCY 


ENGLAND’S 


GAINST the emergency currency 

issued at the beginning of August 
the Bank of England has been grad- 
ually accumulating and setting aside 
a gold reserve. The ratio of gold to 
notes outstanding has risen steadily 
from eleven per cent. on September 


© to thirty-seven per cent. on No- 
vember 18. 
i 
IMPROVEMENT AT LONDON 


A’ encouraging sign in the London 

money market is the revival of 
new capital issues on a small scale 
despite the immense amount required 
for the war loan. Since the mora- 
torium expired there have been placed 
short bills for £10,000,000 for Indian 
and Colonial Governments, while rail- 
roads and industrial companies have 
placed over £4,000.000 in more per- 
manent forms. A £500,000 Southeast- 
ern Railway issue of five per cent. 
preference stock at par was largely 
oversubscribed, as was the same 
amount of a good industrial company’s 
six per cent. bonds. A new issue of 
£1,750.000 Canadian Gevernment one- 
year bills changed hands at three and 
one-half per cent. discount. 

Official confirmation is given the 
statement that Russia has placed with 
the Rank of England under British 
Government guarantee +£12,000,000 
Treasury bills, the proceeds of which 
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Liberty Trust Company 





8, Place Edouard VII. 


Total Resources Over 


$10,000,000 


PARIS - FRANCE 





will be used in part to purchase sup- 
plies in London and in the United 
States. 

Unemployment is now less than at 
this time last year. The good de- 
mand for currency, moreover, indicates 
that home trade is improving. A pow- 
erful party among members of the 
Stock Exchange agrees that funda- 
mentally the position is improving 


daily. 
co) 


ROYAL BANK OF SCOTLAND 
A’ the annual general meeting of 

shareholders on November 25, the 
net profit for the year was reported at 
£266.308, which added to the balance 
at rest October 11, 19138, made 
£ 1,226,937. 
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Established 
July 15, 1895 


Banco de 
ven Guatemala 


C.A. 
Directors 


ADOLFO STAHL D. B. HODGSDON 
J. R. CAMACHO 
C. GALLUSSER, Manager 


Authorized Capital $10,000,000.00 
Capital subscribed and paid up 2,500,000.00 
Reserve Fund 6,735,129.62 
Contingency Fund 2.500,000.00 


Foreign Correspondents 


New York: Messrs. G. Amsinck & Co.; 
Messrs. J. & W. Seligman & Co.; The Na- 
tional City Bank of New York. San Fran- 
cisco, Cal.: The Anglo & London Paris Na- 
tional Bank of San Francisco. New Orleans: 
The Whitney-Central National Bank. Mex- 
ico: Banco Nacional de Mexico. Paris: 
Messrs. de Neuflize & Cie. London: Deutschs 
Bank (Berlin), London Agency; Messrs. A. 
Ruffer & Sons. Hamburg: Deutsche Bank 
Filiale Hamburg; Messrs. L. Behrens & 
Sohne; Messrs. Schroder, Gebruder & Co.; 
Mr. Carlo Z. Thomsen. Madrid: Messrs. 
Garcia-Calamarte & Cia. Barcelona: Messrs. 
Garcia-Calamarte & Cia.; Banco Hispano 


Americano. Milano: Credito Italiano. 
Agencies in Guatemala 
Antigua Livingston Salama 
Jutiapa Puerto Barrios Escuintla 
Pochuta Zacapa Mazatenango 
Coatepeque Coban Ocos 
Retalhuleu 


General Banking Business, Special At- 
tention Paid to Collections from Abroad 
and Letters of Credit. 











A dividend at the rate of ten per 
cent.—the same as the midsummer div- 
idend—- was declared, and after writing 
off sums for depreciation on bank 
buildings and investments, £960,629 
remained at credit of the rest account. 

Announcement was made of the 








Authorized Capital, 
Reserve Fund, 


$5,000,000.00 
100,000.00 


J. MAURICIO DUKE 
J. MAURICIO DUKE h. 


London: 


Paris; Perier & Cie. Hamburg: 


Bros. San Francisco: 
Londres & Mexico. Guatemala: 





Banco Agricola Comercial 


Established 1895 
SAN SALVADOR, REPUBLIC OF SALVADOR, C. A. 


DIRECTORS 
MIGUEL YUDICE 
RAFAEL GUIROLA D. 
CORRESPONDENTS 
The Anglo-South American Bank, Ltd., with which is incorporated The Lon- 
don Bank of Mexico & South America, Limited. 
Deutsche Bank Filiale Hamburg; Conrad Hinrich Don- 
ner; Carlo Z. Thomsen; The Anglo-South American Bank, Ltd. 
del Rio de la Plata; Garcia—Calamarte & Cia. 
The Anglo & London Paris National 

Banco Internacional. 


$1,000,000.00 
322,201.67 


Paid-up Capital, 
Special Reserve Fund, 


FRANCISCO DUENAS 
Manager, F. DREWS 


Paris: Comptoir National d’Escompte de 
Barcelona: Banco Espanol 
New York: G. Amsinck & Co.; Bloom 
Bank. Mexico: Banco de 
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death of the Duke of Buccleuch, who 
had been Governor of the Bank for 
thirty years. The present Duke has 
been chosen as his successor. 

The Royal Bank of Scotland, whose 
head office is at Edinburgh, was in- 
corporated by royal charter in 1727. 
Its total assets on October 10 last 
were £21,.976,695. 


& 


BRITISH REVENUES AND 
EXPENDITURES 


IGURES for the British War 

Budget up to March 31 next, on 
the assumption that the war continues 
till then, are as shown herewith. 


Total estimated expenditure. . £535,367,000 
Estimated revenue (allowing 

for a drop of £11,350,000 on 

the estimate of the last 

OEY vc ccccvenvvisvwnes 195,796,000 


PE wdccsonewvasneseness 339,571,000 


Towards this there is to be raised this 
year— 





By additional taxation...... 15,500,000 
By suspension of Sink. Fund 2,750,000 

18,250,000 
WOE GORE inc casassccceess 321,321,000 


*The estimated expenditure for the year 
before the outbreak of war was £206,924,- 
000, so that the abnormal war expenditure 
is estimated at £328,443,000. 

+The Budget estimate of revenue was 
£207,146,000. 


The net deficit is to be filled partly 
by taxes, partly by loans. The income- 
tax and the super-tax are to be 
doubled, but for the present financial 
year ending March 31st the new rate 
is only to be charged as from Decem- 
ber Ist, 7. e., for four months, Decem- 
ber, January, February and March, 
which means that only one-third of this 
year’s income is to pay the new rate. 

This Year This Year 
Income-tax increase. £11,000,000 £38,750,000 
Super-tax increase.. 1,500,000 6,000,000 





12,500,000 44,750,000 








NOYES & COMPANY 


Established 1879 


: Foreign Bills 
- Government and Municipal Bonds 


i 8, Place Edouard VII. 
' PARIS - FRANCE | 
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Latin-America 


NEW BANK ESTABLISHED 


HE Bank of Atlantida, with home 

office at La Ceiba, Honduras, has 
opened a branch office at San Pedra 
Sula. It is prepared to do a general 
banking business, make loans, and buy 
and sell exchange. It has correspond- 
ent banks in New Orleans (Canal 
Bank and Trust Company), New York 
and London (Guaranty Trust Com- 
pany), Paris and Hamburg. 


od 


Australasian 


NATIONAL BANK OF AUSTRAL- 
ASIA 


HE balance-sheet of this bank, on 

September 30 last, showed: Capi- 
tal, £1,498,220; deposits, £11,309,- 
101. Net profits for the last half- 
year were £91,072, which added to 
the amount brought forward from pre- 
vious half-year left available £107,- 
545, which was applied to dividends 
at the rate of seven per cent. on the 
preference and ordinary shares, re- 
duction of bank premises, grant to of- 
ficers’ provident fund, and £25,000 
was added to the reserve account, 














MERCANTILE BANKING COMPANY, Lid, 


Avenida San Francisco No. 12 


CITY OF MEXICO 
Capital, $500,000.00 Surplus, $100,000.00 


Members of the American Bankers’ Association 


GEO. J. McCARTY, President 





SHUR WELCH, Assistant Cashier 





K. M. VAN ZANDT, Vice-Pres. & Mgr. 


H. C. HEAD, Cashier 


A Genéral Banking Business Transacted 
Telegraphic Transfers 





ers, Merchants and Individuals solicited. 


Unsurpassed collection facilities, Seepecnpeniunce solicited. Accounts of Banks, Bank- 


Foreign Exchange Bought and Sold 
Letters of Credit 




















making it £525,000, and £28,107 car- 
ried forward. 

During the past half-year several 
new branches and agencies of the bank 
were opened. 

The National Bank of Australasia 
was established in 1858 and has its 
head office at Melbourne. Directors 
are: Jolin Grice, chairman; Hugh M. 





FOUNDED 1844 


G. LAWTON CHILDS & CO., Ltd. 
AMERICAN BANKERS 


HAVANA CUBA 


Transact a general domestic and foreign bank- 
ing business. All banking matters entrusted 
to us handled promptly and with care. 


Special attention paid to collections in 
Havana and all parts of Cuba. 


Principal Correspondents 


NEW YORK CITY : 

National Bank of Commerce 

in New York 
LONDON : 

Baring Bros. & Co., Limited 
PARIS : 

Morgan, Hrjes & Co. 
BERLIN: 

L. Behrens & Soehne 
MADRID: 

Garcia, Calamarie y C. 














Strachan. vice-chairman ; Edward 
Trencher and J. Newman Barker. 
E. H. Wreford is chief manager. 
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ROYAL BANK OF QUEENSLAND 
A?’ the fifty-eighth ordinary gen- 


eral meeting of shareholders of 
this bank, held in the banking-house 
at Brisbane. October 27, the aggregate 
balance-sheet was presented, showing 
profit and loss to September 30, 1914. 
The profit for the half year was 
£58,637, which added to the balance 
brought forward gives £60,089. The 
net balance was £18,600. Mr. Theo- 
dor Unmack, chairman of the board of 
directors, who presented the report, 
gave a favorable account of general 
business conditions. 


Asiatic 


BANKING SITUATION IN NETH- 
ERLANDS INDIA 


ROM Consul B. S. Rairden, Bata- 

via, Java, comes the information 
that at the beginning of the present 
crisis it could he seen that, in order 
to prevent a general collapse, com- 
merce, agriculture and industry would 
require large financial assistance from 
the local banks, as the supply from 























Capital paid up, $2,000,000 


ARTURO MANRIQUE, Accountant 


Banco de Nuevo Leon 


MONTEREY, N. L., MEXICO 


ESTABLISHED OCT. 1, 1892 


Reserves, $919,682.79 

GENERAL BANKING BUSINESS TRANSACTED 
Principal Correspondents: —NEW YORK, National Park Bank, Mechanics & 
Metals National Bank; LONDON, Dresdner Bank, Credit Lyonnais; BERLIN, 
Deutsche Bank, Berliner Handels Gesellschaft; PARIS, Credit Lyonnais; Comp- 

toir National d’Escomte; HAMBURG, 

merz und Disconto Bank; MADRID, 
Castilla; HABANA, Banco de la Habana. 
tRODOLFO M. GARZA, Manager 


Deutsche Bank Filiale Hamburg, Com- 
Banco Hispano Americano, Banco de 


Deposits, $3,308,318.68 


AMADOR PAZ, Cashier 


























Ae Seen ne meagan 


home and abroad was _ suddenly 
stopped. The managers of the vari- 
ous banking institutions established or 
represented, headed by the Java Bank, 
came to an agreement by which it was 
arranged that everyone should con- 
tinue to finance his own clientele and 
that existing credits should not be 
called up. In order to prevent the 
private banks curtailing the credits 
given by them to their clients the Java 
Bank promised to give every assist- 
ance possible. 

The Netherlands India Government 
enabled the Java Bank to extend the 
sphere of its operations by issuing sev- 
eral decrees, of which the following 
were the most important: (1) Java 
Bank notes were declared legal tender; 
(2) the minimum reserve in gold and 
(or) silver to cover the liabilities of 
the Java Bank hitherto fixed at forty 
per cent. was reduced to twenty per 


cent. This last measure especially was 
of great importance and enabled the 
bank to satisfy the greatly increased 
demand for credit. The following fig- 
ures will illustrate this: On August 1 
the Java Bank had a metallic surplus 
reserve of 8,660,103 florins ($1,471,- 
362). In accordance with the regula- 
tions then in force, the bank was au- 
thorized to issue further notes to the 
extent of 9,150,259 florins ($3,678.- 
404}. The first balence-sheet drawn 
up under the new regulations was on 
August 8 and it showed a_ metallic 
surplus reserve of 26,380,453 florins 
($10,604,912). On this new basis the 
bank was authorized to issue notes to 
the extent of 131,902,266 florins 
($58,024.711). Thus, as a result of 
the new regulations, the elasticity of 
the Java Bank notes was increased. 
As already stated, the banks agreed 
not to call up or curtail existing 











Capital, $1,750,000.00 


On deposit for 6 months 
On deposit for 12 months 


$1,270,087.74 
1,690,705.28 


3lst of March, 1910 
3lst of March, 1911 





Banco Comercial de Costa Rica 


San Jose, Costa Rica, Central America 
(Founded ist June, 1905) 


Managing Director, THOMAS SCOTT 


Collections for Foreign Houses promptly attended to. Deposits are received in American 
Money repayable at maturity by sight draft on New York, New Orleans or San Francisco. 
The rates of interest at present allowed are: 


DEPOSITS 
3ist of March, 1912 


Reserves, $546,238.41 


e m 6 per cent. per annum 
° 7 per cent. per annum 


$3,397,658.26 


31st of December, 1912 4.414,218.57 
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CHESAPEAKE & OHIO GENERAL OFFICE BUILDING, RICH MOND, VA. 
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credits. and, if required, to open new 
credits for important requirements, 
with the assistance of the central bank, 
in order to prevent a breakdown. The 
following figures will give an idea of 
the extent to which this assistance was 
given: On August 1 the Java Bank 
had advanced against various securi- 
ties (bills, produce, stocks, etc.) 79,- 
914,419 florins ($32,125,597), and on 
September 12, when the last balance- 
sheet was published, these figures had 
risen to 108,844,849 florins ($43,755,- 
629). 

Owing to the efficient help of the 
banks, with the assistance of the cen- 
tral bank, the economic situation was 
not seriously affected by the crisis in 
Europe. Owing to the advances made 


on a liberal scale against securities of 
harvested produce, there was no neces- 
sity for the various coffee, rubber, tea, 
and tobacco estates closing down, and 
in consequence no native employees. 
had’ to be discharged. 

It was deemed unnecessary to pro- 
claim a moratorium, as with the as- 
sistance of the banks all money trans- 
actions could be carried on without a 
hitch. 

Following the example of the Am- 
sterdam Stock Exchange, it was 
deemed advisable to close the Stock 
F.xchange in Java, in order to prevent 
an unreasonable fall in prices that 
might have occurred when frightened 
holders had thrown their stocks on the 
market to be sold at any price. 


The Chesapeake and Ohio Railway 





Attractive Scenery and Rich Lands Along the Route 





HIS year will be one in which 

I the tourist accustomed to visit 
foreign shores will be given a 
splendid opportunity of seeing his own 
country, and through this opportunity 
—brought to him by Europe’s mis- 





fortunes—many benefits will accrue, 
not the least of which will be the stim- 
ulating effect which a first-hand knowl- 
edge of the resources and attractions 
of the United States will have upon the 
average American heretofore deprived 





“THE GREENBRIER,’ WHITE SULPHUR SPRINGS, ON THE C. & O. RAILWAY, IN THE 
MOUNTAINS OF WEST VIRGINIA 


One of the most famous resorts in the United 


erected at a cost of $1,000,000. 
winter and summer. Located 
There are 
grounds. 


It is probably 
immediately 


one of the finest hotels in the world. 
on the C. & O. Ry. and owned by that company. 
7000 acres of ground with the hote! 


States. “The Greenbrier’ has just been 


It is open 


on which are spacious and handsome golf 





Gro. W. Stevens 
PRESIDENT C. & O, LINES 
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HOT SPRINGS, VA., ON LINE OF C. & O. RAILWAY.—ONE OF AMERICA’S MOST FAMOUS . 
ALL-YEAR-ROUND RESORTS 





VIRGINIA MANOR, COUNTRY HOME OF MR. GEO. W. STEVENS, PRESIDENT C. & O. RAILWAY 
LINES. ONE OF THE MCST ATTRACTIVE FARM HOMES IN VIRGINIA. 
LOCATED NEAR NATURAL BRIDGE, AT GREENLEE, VA. 





Cc. & O. RAILWAY DOUBLE TRACK ON NEW RIVER, WEST VIRGINIA 











TOBACCO FIELD AND CURING BARN 
MOVING TOBACCO FROM PLANTATION TO COUNTY WARE HOUSE 
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c. & O. WHARF, 


of the chance of seeing his own land 
or indifferent to its lure. 

And without depreciating in the least 
the magnificent domain lying beyond 
the Mississippi, and with full recogni- 
tion of the potent spell of California, 
the Western Italy, and of other allur- 
ing sections, it may be said with truth 
that the Southeastern portion of the 
United States, in scenery, in fertile 
lands. in delightful resorts, rivals any 
part of this country or any other. The 
mountains may not be so high; but 
above a_ certain altitude mountain 


NORFOLK, VA. 


ranges in their cold sublimity and des- 
olation lose the quiet charm of less 
lofty chains; tropica] fruits may be 
lacking; but where these abound the 
vegetation often lacks the familiar 
quality of beauty found in the foliage 
and plant life of the Atlantic Seaboard 
north of Florida, or in the great Mid- 
dle West. Dropped from the clouds 
into certain parts of California one 
might fancy himself in Spain or Italy 
—possibly in heaven, if at Pasadena or 
amid the orange groves around River- 
side and Redlands—a strange environ- 
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equipped with two dumping machines. 


ment for most of us; but if one should 
descend on the soil of Tennessee, or 
the Old Dominion, or West Virginia, 
he would feel pretty sure that he was 
in his own land. Yet amid the region 
of the South to which attention is here 
called, there is much that has the 
charm of novelty, especially to the 
dwellers in cities and to those who 
have lived on the level Western plains; 
for here are long ranges of towering 
mountains; streams rushing through 
rocky gorges and plunging over preci- 
pices, to find their way peacefully at 
last, through broad fertile valleys, to 
the sea. 

To one who has travelled much and 
far, in many lands, a trip along the 
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NEW STEEL PIER OF C. & O. RAILWAY AT NEWPORT NEWS, VA. 


Operated by electricity and equipped with every modern appliance for the expeditious 
loading of cargo. Height, low water, 95 feet; width, 67 feet; length, 1200 feet; capacity (24 
hours), 72,000 tons; cost $1,500,000. The road cars are dumped into service cars, which are 
lifted to top of pier by electric elevators, one 


on each side of pier. The pier is also 


scenic Chesapeake and Ohio, taken 
long ago, recurs to memory as one of 
the most interesting and delightful 
railway journeys to be found any- 
where. There is great variety in the 
scenery, ranging from the merely pic- 
turesque to the sublime, but pervaded 
in the main by a quiet natural beauty 
that in some ways recalls the “Switzer- 
land of America”—the White Moun- 
tain region in New Hampshire—only 
with deeper luxuriance in the forests 
and the vegetation of the far-spread- 
ing valleys. 

The scenery consisting of barren 
crags and peaks—such as one may see 
where mountains rise to enormous 
heights—chills by its want of the hu- 
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AMERICAN LOCOMOTIVE 


man element,—the fertile fields, the 
quietly grazing herds, the peaceful 
homesteads—al]l these mute witnesses 
or living things that speak of happy 
human life as a part of the passing 
spectacle. 

Through the rich, warm, productive 
valleys of Virginia, of West Virginia, 
Ohio and Kentucky there are abun- 
dant signs of prosperity everywhere— 
farms well-stocked and well-kept; fine 
orchards with many kinds of fruits in 
profusion; coal, iron and ores that are 
veritable mountains of wealth; busy 
cities with flaming factories—all in a 
delightful region, midway between 
Northern and Southern extremes of 
climatic variations. 

In this favored section, traversed by 
the main line of the Chesapeake and 
Ohio Railway, there are not alone 
these delightful scenic attractions, but 
the solid natural resources upon which 
wealth is created. Farm lands, abso- 
lutely unsurpassed in productiveness, 
are yet to be had at prices far below 
those ruling in other parts of the coun- 
try which are less desirable, offering 
to the industrious and skillful farmer 





KICILMOND (va.) CEDAR WORKS, LARGEST WOODENWARE FACTORY IN THE WORLD 


WORKS, RICHMOND, VA. 


an opportunity not to be found else- 
where; an almost unlimited supply of 
coal and iron—the great stable bases 
of industry—and so many kinds of nat- 
ural resources, and in such abundance, 
that a mere enumeration of them and 
of their richness would seem like exag- 
geration. 

The wonderful growth in farming, 
stock-raising, horticulture, the tremen- 
dous strides in manufacturing and the 
steady and rapid development of cities 
and towns along the line—all these 
things go to show that this part of the 
United States is progressing at a rate 
which must soon greatly add to the 
population and enhance the value of 
lands. 

But the attractions of this route are 
not confined to the striking scenery, 
nor yet to the vast material resources; 
but rest and recreation may be found 
in various ways. Here are resorts, 
either at the seashore or in the higher 
altitudes, where neither summer’s heat 
nor winter’s cold mars the pleasure of 
outdoor life. Virginia, for example, 
offers the variety of climate which 
comes from a gradual rise from sea 
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MAIN STREET STATION. PASSENGER DEPOT OF 
THE C. & O. RAILWAY, RICHMOND, VA. 
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level to considerably over 5,000 feet. 
And both at the sea and amid the 
mountains are summer and winter ho- 
tels ranking among the famous resorts 
of the world, equipped with every com- 
fort and luxury. 

Hunting, fishing, automobiling, 
golf and sports of every kind find an 
inviting environment. Amid these de- 
lightful surroundings there are many 
places of the greatest historic inter- 
est to everyone who takes pride in the 
record of his country’s achievements. 

The Chesapeake and Ohio has grown 
to ke one of the great transportation 
systems of the country. It directly 
reaches such important cities as Chi- 
cago, Louisville, Toledo, Cincinnati, 
Washington. Richmond and Norfolk, 
giving it straight access from the 
Great Lakes to the sea. As a carrier 
of coal, grain, ore, lumber and farm 
products it handles a vast tonnage, 
while the character of the service and 
the rare beauty of the scenery, the 
historic region traversed and the many 
delightful resorts attract a heavy pas- 
senger traffic. 

Perhaps one of the greatest services 
which the read has rendered to the ter- 
ritory tributary to its lines has been 
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WHOLESALE DISTRICT, SHOWING PORTION OF C. & O. 


in attracting settlers and manufactur- 
ing establishments. The management 
clearly recognize the mutuality of in- 
terest between the road and its patrons, 
and it has been the steadfast aim to 
do everything possible toward bringing 


STREET SCENE IN 


TRAINS ARRIVE AND DEPART FROM 


BUSY CHICAGO, THE WESTERN TERMINUS OF THE C, 


FREIGHT YARDS, RICHMOND, VA. 


in farmers, manufacturers and invest- 
ors who would contribute to the solid 
development of the country. No small 
part of the prosperity of this region 
has been due to a steady adherence to 
this policy. 


& O. RAILWAY, 
DEARBORN STREET STATION 
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LY NCIIBURG—ONE OF VIRGINIA’S PROSPEROUS AND BUSY CITIES 


shows an increase of 105.2 per cent. in value of manu- 
earners. Principal industries of 
flour mill, grist mill and 
cent. in- 
1700 per 


From 1904 to 1909 Lynchburg 
factured products, and 58.9 per cent. in the number of wags 
are the manufacture of boots and shoes, cotton goods, 
A record of twenty years shows 1060 per 
plows, 1100 per cent. in textiles, and 


the city 
foundry and machine-shop industries. 
crease in manufacture of cast-iron pipe and 
cent. in the manufacture and distribution of shoes. 
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The American who resolves this year 
—somewhat under the pressure of 
necessity-—to “‘see America first” will 
find along the line of the Chesapeake 
and Ohio what he is looking for, 
whether it be impressive scenery, lux- 
uriously inviting resorts—delightful 
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at all seasons—opportunities for prof- 
itable farming, for engaging in man- 
ufacturing, merchandising, banking, or 
investing; and will be welcomed to all 
these or other legitimate undertakings 
by an alert, warm-hearted and intelli- 
gent people. 


6¢ 7 see before me the statue of a celebrated 

minister, who said that confidence was 
a plant of slow growth. But I believe, how- 
ever gradual may be the growth of confidence, 
that of credit requires still more time to 
arrive at maturity.”’ 


— DIsRABELI. 
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Capital . . . $200,000 
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EASTERN STATES 
New York City 


—Kuhn, Loeb & Company and the 
National City Bank recently an- 
nounced an offer of $5,000,000 two- 
year six per cent. Swedish Govern- 
ment ‘Treasury notes. 


-—Extracts from the War Tax Law 
and from Treasury Decision 2035 have 
been compiled in convenient form and 
published by the Bankers Trust Com- 
pany of New York. The publication, 
which is distributed gratuitously, con- 
tains much useful information for 


10? 


bankers and others to whom the spe- 
cial tax is applicable. 


-—Temple Bowdoin, a partner in the 
banking-house of J. P. Morgan & 
Company, died December 2. Mr. 
Bowdoin succeeded his father, Geo. S. 
Bowdoin, as a member of the firm in 
1901. 

Mr. Bowdoin, who was _ fifty-one 
years old, was concerned especially 
with the interests of the foreign 
stockholders in the various corpora- 
tions which were under Morgan con- 
trol and voted their proxies at annual 
meetings. He was also the account- 
ing expert of the firm. Mr. Bowdoin 
was a graduate of Columbia College 
in the class of 1885 and was a mem- 
ber of the Union, University, Metro- 
politan, New York Yacht and other 
clubs. 


——Franklin Escher, former editor of 
“Investment,” author of “Elements of 
Foreign Exchange,” and a well-known 
writer and lecturer on financial and 
economic topics, has taken charge of 
the New York branch (437 Fifth ave- 
nue) of the Commercial Security Com- 
pany of Chicago. 


—It is not often that a bank officer 
so endears himself to the board of 
managers that as a token of esteem 
and in recognition of his work a spe- 
cial office is created to do him honor. 
Such has been the unusual experience 
of Victor A. Lersner, for a number 
of years assistant cashier of the Wil- 
liamsburgh Savings Bank, Brooklyn, 
for whom on December 7 the bank 
created the office of comptroller and 
elevated him to that position. 

Mr. Lersner has been connected with 
the bank for the past twenty-six years, 
rising from the ranks to the office of 
first assistant cashier, which position he 

















Vault Filing Equipment on the UNIT Plan 


Our facilities and experience enable us to properly equip a 
vault complete fora bank of any size. The Baker-Vawter 
Unit plan enables the small bank to install one section ata 
time and add to it as its growth demands 

If you are interested in the best method of filing Checks, 
Deposit Tickets, Pass Books, Documents, Correspondence, 
Reports, or any of the records the average bank has to file, 
you will find it to your interest to write us for particulars. 

We carry in stock for immediate shipment a large variety of 
High Grade Steel Filing Sections for High Grade Banks. 

Baker-Vawter Sections are built for service—not to fit a 
price. Ask for catalogue. 


BAKER-VAWTER COMPANY 
Bank Accounting Systems Steel Filing Equipment 


BENTON HARBOR, MICH. HOLYOKE, MASS. 
OFFICES—In all principal cities SALESMEN—Everywhere 











has so eff ciently adininistered that the 
more distinctive office of comptroller 
has heen created for him. 

The atmosphere which permeates the 
Williamsburgh Savings Bank (and 
none could be more delightful) is sim- 
ply the atmosphere that surrounds his 
desk. Here courtesy, grace and _ help- 
fulness are to be found in full meas- 
ure. Through his studies in the New 
York University School of Commerce 


and Accounts, and by his many friend- 
ships with bond men, he has acquired 
a large and practical fund of invest- 
ment knowledge which gives him rank 
as an expert along investment lines, 
the selection and control of the secu- 
rities of the bank amounting to thirty- 
five millions being his special function. 

Mr. Lersner is a director in the 
Manufacturers-Citizens Trust Com- 
pany of Brooklyn, a past president of 





Vicror A. Lersner 
NEWLY-ELECTED COMPTROLLER WILLIAMSBURGH president of the Investment Bankers 
Association of America, this country 


SAVINGS BANK, BROOKLYN, N. Y. 
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New York Chapter, American Institute 
of Banking, a member of its board of 
governors, as well as a member of many 
civic clubs in Brooklyn. 

Mr. Harry R. Kinsey succeeds Mr. 
Lersner as first assistant cashier. 


---About May 1 the Mechanics and 
Metals National Bank will move into 
the remodeled building of the Fourth 
National Bank on Nassau street, be- 
tween Pine and Cedar. It will be re- 
called that the Mechanics and Metals 
National absorbed the business of the 
Fourth National Bank a short time 
since. 


—The New York Stock Exchange, 
which had been closed since the end of 
July, resumed trading in stocks, under 
certain restrictions, on December 12. 
Some stocks which it was feared might 
be heavily sold for foreign account 
were not included in those which might 
be dealt in. 


—In the opinion of A. B. Leach, 
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is tending toward too much govern- 
ment. 

“We are creating bureaus and com- 
missions,” he said, “and filling them 
with $5,000 a year men to tell the 
$50,000 a year heads of our corpora- 
tions what to do and what not to do. 
The best government in the world 
never had a monopoly on honesty, in- 
tegrity and efficiency, and this country 
would prosper more if it hampered 
business less. 

“As to general business conditions, 
there is every promise of a decided 
improvement. There is no doubt that 
the money market is decidedly more 
favorable. With the stimulus of lower 
interest rates and large orders for 
our products from foreign countries 
the outlook is encouraging. Moncy 
is relatively cheap, but I do not feel 
that present rates reflect the real sit- 
uation. When millions on millions of 
property is being destroyed and 
whole countries put to waste there is 
sure to come a time when the demand 
for funds for reconstruction will be 
very heavy. The war will cause such 
a situation eventually and higher rates 
will likely prevail.” 


Fo 


Philadelphia 


-——Levi L. 
Philadelphia 


Rue, president of the 
National Bank, and 


chairman of the clearing-house com- 
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mittee, has been elected to represent 
District No. 3 in the Federal Advisory 
Council. This election was made by 
the directors of the Philadelphia Ved- 
eral Reserve Bank, and was a recogni- 
tion of Mr. Rue’s position in the bank- 
ing world and of his effective work in 
aiding to secure the designation of 
Philadelphia as a Federal Reserve 
City. 

Mr. Rue was chosen vice-president 
of the Federal Reserve Council at a 
meeting held in Washington, Decem- 
ber 15. 


-—At a recent meeting of Philadel- 
phia bankers, Joseph Wayne, Jr., pres- 
ident of the Girard National Bank, 
was elected chairman of Group One, 
Pennsylvania Bankers’ Association, 
representing the Philadelphia district. 
Mr. Wayne succeeded Thomas 5S. 
Gates, president of the Philadelphia 
Trust Company, whose term expired. 
E. P. Passmore, vice-president and 
cashier of the Franklin National Bank, 
was reélected secretary. 

An executive committee was elected 
as follows: Thomas S. Gates, Philadel- 
phia Trust Company; J. R. McAllis- 
ter, Franklin National; Levi L. Rue, 
Philadelphia National; William T. EI- 
liott, Central National, and John H. 
Mason, Commercial Trust. This com- 
mittee will subsequently be enlarged. 


& 


-—The People’s National Bank of 
Pittsburgh, whose president, Mr. Robert 
Wardrop, is one of the most successful 
bankers of the country, has just cele- 
brated its fiftieth anniversary. 


& 
Washington, D. C. 


—Ashton G. Clapham, president of 
the Commercial National Bank of this 
city, sailed for Panama on December 
5 for the purpose of nening branches 
of the bank in that country, one at 
Balboa and the other at Cristobal. 

The progressive character of this 
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DIRECTORS 
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Charlies T. Wills Morgan J O’Brien 
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Samuel Adams Daniel 8S. McElroy 
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bank is indicated by the fact that it is 
the second national bank in the United 
States to take advantage of the provis- 
ion in the Federal Reserve Act au- 
thorizing national banks of $1,000,- 
000 capital and over to establish 
branches in foreign countries. 


& 
They had for their principal 


speaker at the recent banquet of the 
Rochester (N. Y.) Chamber of Com- 
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merece, James Hill of St. Paul, and 
he1e are some things he said: 


“Coming down to the radical and 
permanent, as distinguished from the 
partial and temporary causes of the 
bad times that everybody deplores, one 
stands out preéminent by the volume 
of its effects and the persistence with 
which it has raged all over the coun- 
try. though with special intensity at 
Washington, for some years past. This 
is the legislative crusade against busi- 
ness. 

“T speak here of no particular act, 
for the business interests of the coun- 
try as a whole have been under fire for 
more than ten years. That attack has 
steadily increased in violence and de- 
creased in discrimination. And it is 
that last condition which makes the 
the new régime so unjust and so in- 
tolerable. 

“When hostile regulation goes to 
this extent, without promise of a limit 
to either its objects or its orders, busi- 
ness would come to a halt, though tariff 
rates were raised to the skies and 
peace prevailed all over the earth. 

“All kinds of business, all industry 
of the country. now begin to feel the 
heavy hand of interference that has 
rested on the railroads for many years. 
They have been made unable to obtain 
the capital required to keep them 
abreast of the work they have to do. 

“All other enterprises suffer from 
the same famine. Capital, repulsed 
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improvements should 
consult us immediately, 
thereby avoiding errors in 
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We build banks complete, 
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Write for suggestions, giv- 
ing us an idea of what you 
have in mind. 











Bankers Building Bureau 
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from one employment, is finding other 


doors shut in its face by unfriendly 
legislation. So it decides to stay com- 


fortably at home until there is some 
promise of better conditions. 

“There is sbundance of money and 
credit. Never was there so 
much of either in the United States. 
There is plenty of commercial money, 
but little investment money.” 


before 


Mr. Hill said that he could see pros- 
peritv, which must come to America 
especially through the European war, 
but in order that the country may take 
advantage of it, he said, capital and 
business initiative must have reasonable 
freedom. If the next five years are 
to repeat the history of the last ten 
years, he said, there can be no gen- 
eral prosperity in the United States. 

A song dedicated to Mr. Hill, sung 
to the tune of “Tipperary,” was ren- 
dered at the dinner. The song ran: 
‘It’s a fine thing to own a railroad, 

With a nice job like Hill; 

\nd it’s pleasant to go to Brandeis 

Asking help to foot the bill. 


“Good-bye to Equipment, 

Farewell Incomes, too; 

It’s a soft, soft job for Mister Brandeis, 

But it’s hard, Jim, on you.” 

The song was repeated seven times. 
Mr. Hill heamed his pleasure. Presi- 
dent A. H. Smith of the New York 
Central, President F. D. Underwood 
of the Erie, and President W. T. 
Noonan of the Buffalo, Rochester and 
Pittsburgh, were other guests at the 
speakers’ table. 


— President Henry C. Winsor of the 
Asbury Park and Ocean Grove Bank, 
and President James D. Carton of the 
First National Bank, Bradley Beach, 
principal speakers at a 
luncheon and smoker in the North 
End Hotel, given by the Asbury Park 
Chapter of the American Institute of 
Banking on the evening of November 
23. Mr. Winsor spoke on “The Ad- 
vantages of Chapter Work,” while Mr. 
Carten’s topic was “The Inheritance 
Tax.” 

Laughlin R. Hetrick of the Asbury 
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were the 
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Park, and Occan Grove Bank, president 
of the jocal chapter, was the toastmas- 
ter. Prominent members of the bank- 
ing fraternity, representing the New 
Jersey coast towns from Long Branch 
to Point Pleasant, were present. 


—John M. Dennis is the new pres- 
ident of the Union Trust Company, 
Baltimore. 


-—-The 483 banking institutions com- 
ing under supervision of the State 
Banking Department of Pennsylvania 
have aggregate assets of $1,278,644,- 
951, according to the twentieth an- 
nual report of State Commissioner of 
Banking William H. Smith. The re- 
port covers the summary of statements 
as of November 2. and shows the fol- 
lowing: 


Trust companies, 297; aggregate 
assets, $811,.700.537: accounts. 1,182,- 
842. State banks, 179; aggregate as- 
sets, $224.869,028; accounts, 684,102. 
Savings institutions, 41; aggregate as- 
sets, $242,575.884; accounts, 498,377. 
Total resources increased from ¥#1,151.- 
308,562 in 1918 to ¥1.278.644,951. 


-—Bankers of Sussex county, N. J., 
met at Newton in that State on No- 
vember 23 to form an organization to 
codperate with the State bankers as- 
sociation. Theodore Simonson, presi- 
dent of the Sussex National Bank, 
Newton, N. J., was chosen as first pres- 
ident of the new organization. 


—There was a meeting of the ex- 
ecutive committee of Group V of the 
New York State Bankers Association 
at Albany recently to arrange for the 
annual meeting and banquet of the 
group, which it is expected will be held 
at the TenEyck. Albany, the latter 
part of the month. 


-—Officers and directors of the State 
National Bank of Albany were recent- 
ly entertained at dinner by Ledyard 
Cogswell, president of the bank, and a 
former president of the New York 
State Bankers Association. 


—The Montgomery Trust Company 
of Norristown Pa., which is the oldest 
trust company in the county, now oc- 
cupies its new home on Main street, 








INVESTIGATE 


MR. BANKER: We match and print your depositor’s name on the litho- 






graphed checks you furnish him in the exact style of letter used by your — 


Bank. We print the end from a 


CEROTYPE ENGRAVING 


*¥ 


us 


the result being, your customer’s check is equal to a specially engraved 
_ design. We can use your own stock checks, or we can furnish stock 
checks either Cerotyped or lithographed. WRITE FOR SAMPLES. 


Our prices are reasonable. Our service perfect. 


F FRANK McLEES & BROS., 18 ROSE ST., NEW YORK 


MI 


NM 





z 



































The Publications issued by The Martindale Mer- 
cantile Agency, namely, Martindale’s American 
Law Directory, the Martindale Blue Book and the 
Martindale Pocket Cuide, have a combined circu- 
lation of fifteen thousand copies per annum. 

This is a paid circulation confined to the leading 
wholesale houses, manufacturers and jobbers and 
the better class law firms doing business in the 
United States. 

The Publications are used daily in connection 
with the draft system of this Agency and the trans- 
action of other valuable business. 

We have for the past forty years published the 
name of one bank for each city listed in these 
Publications and, if interested for your locality, 
in securing exclusive representation, we will be 
pleased to quote rates upon receipt of your inquiry. 


The Martindale Mercantile Agency 
Woolworth Building 
NEW YORK 


























adjoining the public square. The 
Montgomery Trust Company was or- 
ganized April 24, 1884. The first 
president was John Slingluff, and the 
first vice-president, James Boyd. Sub- 
sequent presidents have been Dr. John 
N. Jacobs, now county controller; and 
Louis M. Childs. Its vice-presidents 
have been B. E. Chain, Charles Hun- 
sicker, Samuel S. Kohn, John J. Cor- 
son and B. Perey Chain. 


% 
NEW ENGLAND 


—Boston’s Stock Exchange  re- 
opened on December 10 for restricted 
trading. Charles Hayden was elected 
vice-president of the Exchange to fill 
the vacancy caused by the death of A. 
L. Devens. ; 


—The trustees of the Middlesex 
Banking Company originally chartered 
in 1872 as the Middlesex Trust Com- 


pany, dealers in Western farm mort- 
gages, have voted to go out of busi- 
ness, but according to the announce- 
ment of the officers, all debts of the 
company will be paid. The capital of 
the company is $388,400, with re- 
sources of over $8,000,000 and liabili- 
ties include about $3.000,000 of deben- 
tures, and $8,500,000 of guaranteed 
mortgage notes. 

The company’s place of business is 
Middletown, Ct. 


—The National Bank of Commerce, 
Providence, reported total assets Oct. 
31, 1914, of $4,168,923.69. Since this 
bank moved into its handsome new 
quarters in the heart of the city, its 
business has grown steadily and many 
new accounts have been opened. 


~-Beginning business in a room un- 

der a hotel, in 1895, the Rumford 

Falls (Me.) Trust Company, the man- 

agement of that institution soon real- 

ized that more and better rooms must 
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Old National 
Bank 


of SpoKane 


ITH direet connections in 

every banking point through- 

out the ‘‘ Inland Ewpire” — 
a region three times the size of 
Alabama, of which Spokane is the 
financial and railroad center — The 
Old National has the facilities to 
collect your Pac fic Northwest 
items with exceptional economy 
and dispateh. 


OFFICERS 
DW. TWOHY, President 
7. J. HUMBIRD, Vice-President 
W. D. VINCENT, Vice-President 
J. A. YEOMANS, Cashier 
WJ. SMITHSON 
G. H. GREENWOOD J. W. BRADLEY 
Assistant Cashie 


RESOURCES : $13,000,000 


) ee 2mm“ 


be provided. They accordingly bought 
a Jot on Congress street (a part of its 
present site). erected a one-story brick 
block containing a banking room, a 
lobby. a directors’ room, a vestibule 
and an excellent vault which was later 
fitted with steel filing cases. In 1902 
it was again necessary to have more 
room, so they extended this block both 
in breadth and height. At the end of 
the first vear’s business, the bank had 
deposits amounting to $89.208.13. In 
1904 its deposits had increased to over 
$700,000.00, an average yearly gain of 
over $100,000.00 To-day it has a cap- 
ital stock of 4100.000.00, a surplus of 
$175.000.00 and undivided profits of 
850,900.00. while its deposits amount 
to nearly £2.000,000.00— a truly won- 
derful growth. 

February 1st. 1911-—its sixteenth an- 
niversary— it opened a branch bank in 
Dixfield. This branch now has de- 
posits of over 4270.000.00, and is still 
increasing. The trust company has 
heen growing from year to year, and 
this year the management decided that 
it was necessary to make very exten- 
sive improvements and enlargements 
of its banking rooms. 

The result of this decision is a thor- 
oughly equipped modern bank build- 
ing. containing everything essential to 
the safety, comfort and convenience of 
those whom the bank serves and those 
who serve it. 


-—The new banking rooms of the 
Pemigewasset National and Plymeuth 
Guaranty Savings Banks were thrown 
open for the inspection of the public 
on November 21, says a correspondent 
of the Manchester. N. H., “Union.” 
and from 9 in the morning to 9 o'clock 
in the evening the directors of the 
former and the trustees of the latter 
greeted patrons of the institutions. and 
prospective patrons as well. During 
these hours hundreds of townspeople 
and scores from the neighboring towns 
viewed for the first time the equipment 
of thoroughly up-to-date and modern- 
ized hanking facilities as extended to 
Plymouth and vicinity through the zeal 
and enterprise of Plymouth bankers. 
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The new banking rooms are in the 
remodelled and enlarged bank block 
upon Main street, and within the new 
quarters has been installed _ fixtures 
and appliances that would do credit to 
a city banking establishment. All the 
more modern arrangements for large 
banking houses have been employed in 
constructing and equipping the new 
quarters. and Cashier Smythe and 
Smith and their efficient 
corps of co-workers will find their work 
much more congenial. 


‘Trensurer 


The main banking room is a model 
of luxury, convenience and elegance. 
Its fittings are entirely of rich old ma- 
hogany throughout. The woodwork. 
counters, desks, cabinets and chairs are 
all of the same richly finished wood. 
The wainscoting and baseboards are of 
marble from ex-Senator Proctor’s Rut- 
land quarries. The grill work is of 
gun metal, and rising just above the 
counter is a border of double faced 
heavy chipped glass. A window of the 
same immaterial sereens the private apart- 
ments of the cashier. 

The counter of rich fittings is pro- 
vided with three wickets or windows, 
one for the receiving teller, one for 
the paving teller and the other for the 
use of the depositors of the Plymouth 
Guaranty Savings Bank. The light of 
the banking room is conveyed through 
six immense plate glass windows, four 
upon the south and two upon the east 
frent. Artificial light is provided by a 
dozen or more inverted domes render- 
ing semi-direct electric rays. 

These two progressive institutions 
are located at Plymouth. Grafton 
county, N. H. 


H. P. Gifford is the new treasurer 
of the Salem (Mass.) Five Cents Sav- 
ings Bank, succeeding John S. Wil- 
linams. deceased. 

Orlando S. Leighton has been eiect- 
ed assistant treasurer. 


\ suggestion that savings banks 
and trust companies when making 
mortgage loans in the future should 
insist that a small amount of the prin- 
cipal of the loan be repaid at each in- 
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Capital 
$300,000 


Surplus and Profits 
$1,500,000 
Total Resources 


$9,900,000 


OFFICERS 
JAMES N. BOYD 
President 
J. J. MONTAGUE 
Vice-President 
RICHARD H. SMITH 
Vice-President and Cashier 
R. LATIMER GORDON 
Assistant Cashier 
CONWAY H. GORDON 
Assistant Cashier 


D. V. MORTON 
Assistant Cashier 


Unsurpassed Facilities 
for collecting Items 
on Virginia and 
the Carolinas 

















Two Important New Books for Bankers 


MONEY AND BANKING 


By JOHN THOM HOLDSWORTH, Ph. D. 


Dean of the School of Economics and Professor of Economics and Finance, 
University of Pittsburgh. 





An indispensable volume for all bankers and business men. It contains 
the first clear and complete explanation of the new Federal Reserve System 
that has been published. The text of the Federal Reserve Act is also given 
in full. The work covers the entire field of Money and Banking and contains 
much additional information of importance to all bankers and business men. 
The sections devoted to Credit, Domestic and Foreign Exchange, and Foreign 


Banking Systems are especially up-to-date and valuable. 
$2.00 net By mail, $2.16 


WRITE FOR DESCRIPTIVE CIRCULAR 








RURAL CREDITS 


By HON. MYRON T. HERRICK 


Retiring American Ambassador to France. 





The first authoritative work on this important subject to appear in this 
country. An exhaustive study of land and co-operative credit, giving all 
the important facts and the latest figures available on all systems for 
according credit to land-owners and farmers. It is world-wide in scope, 
embracing every country where such systems or institutions exist, and con- 
cludes with a detailed plan for improving rural credit conditions in the 


United States. 
$2.00 net By mail, $2.16 
DESCRIPTIVE CIRCULAR ON REQUEST 
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terest period, was the significant fea- 
ture of the address of William EF. 
Knox, Comptroller of the Bowery Sav- 
ings Bank of New York, and president 
of the Savings Bank Section of the 
American Bankers Association, at the 
twelfth annual meeting and luncheon 
of the Savings Bank Association of 
Connccticut, at the Hartford Club, on 
December 3. About eighty members, 
representing some fifty-five banks, at- 
tended. 

“Even so small an amount as one 
per cent. each six months, repaid on 
account of the principal,” said Mr. 
Knox, “would have placed not only 
banks but borrowers in a much better 
position to-day.” He discussed the 
present financial] situation, particularly 
as it affected New York, where he said 
bond values were considerably upset, as 
they were in most of the large cities of 
the country. The great fluctuations in 
the value of real estate, moreover, re- 
quired constant watchfulness on the 
part of the banks. 

Charles S. Norris, treasurer of the 
Home Savings Bank of Boston, also 
spoke after lunch, taking as his sub- 
ject, “Publicity for Savings Banks.” 

After the discussion the election of 
the association’s officers for the coming 
year was held, resulting as follows: 

President—Rokert W. Dwyer, Hart- 
ford, treasurer Dime Savings Bank. 

Vice-Presidents— Frank L. Woodard, 
Norwich: S. Fred Strong, New Haven; 
Rdward N. Stanley. New Britain. 

Secretary—Arthur T. Nettleton, 
Norwich. 

Treasurer—P. Le 
New London. 

Executive Committee—J. Howard 
Bogardus, Stamford; George E. Judd, 
Waterbury; A. T. Bissell, Rockville; 
Charles S. Jopp, Winsted; Willis H. 
Lyon, Bridgeport. 


Roy Harwood, 


—Ivor S. MacFarlane, formerly 
treasurer of the Marble Savings Bank, 
Rutland, Vt., was recently elected pres- 
ident of the Kansas-Nebraska Loan 
and Mortgage Company, Holton, Kan- 
sas 


Utah Savings & 


Trust Company 
Salt Lake City, Utah 


General Banking—Trust —Bonding 
Title Insurance—Safety Deposit Vaulis 


Capital . . . $900,000 
Surplus & Profits, 100,000 


OFFICERS: 


W. S. McCornick, 
. President 


oO. C. Beebe, 
Vice-President 


W. Ment Ferry, 
Vice-President 


F. M. Michelsen, 


Cashier 


Facilities for thorough 
Banking service. 
Expeditious and intelli- 
gent handling of collec- 
tions throughout this in- 
ter-mountain country. 


25 Years Old 





-—Soon after the first of the month 
it is expected that the Broadway Bank 
and Trust Company, New Haven, Ct., 
will take possession of its new home, 
which is now nearing completion at 69 
Broadway. The new building, which 
is to be the future home for the Broad- 
way Bank and Trust Company, is but 
a single story and is of brick, with 
marble trimmings. It is located in the 
heart of the commercial district of 
that part of the city above York street. 

The building occupies a plot, 29x61, 
and will have all the facilities for do- 
ing a general banking business. ‘The 
interior fixtures will be of African ma- 
hogany, and the interior of the bank- 
ing house will be done in Verde and 
Green Mountain marble. There will 
be a mezzanine floor and upon this will 
be located the private assembly room 
for the meetings of the board of di- 
rectors. 


On the main floor there will be a 





Capital, $1,000,000 


Tal@ly 


Surplus, $600,000 


Located at the ““Gateway of the South’’ 


Having been established as The State Bank of Virginia 45 years ago, 


This long period of successful service has resulted in a bank- 


ing equipment that is unexcelled at 


Richmond, Virginia 


Another result of handling the accounts of Southern Bankers for 
these many years is that we know accurately the needs of financial in- 
stitutions located in Southern States. Your Southern business solicited. 
Direct routing of items our specialty. Correspondence cordially invited. 


National State and Gity Bank 


WM. H. PALMER, President 


JOHN 8S. ELLETT, Vice-President 
J. W. SINTON. Vice-President 


large vault and facilities for doing a 
An interior tel- 
connect all de- 


safe deposit business. 
ephone system will 
partinents. 

The of the bank are: John 
B. Kennedy, president; Robert C. 
Lightbourn, vice-president: James A. 
Murray. vice-president; Frederick 8S. 
Ward, vice-president; Frank S. Bishop, 
Moore, secretary 


officers 


counsel; George L. 


and treasurer. 


SOUTHERN STATES 


The 


the Birmingham 


December Ist statement of 
Trust and 
Birmingham, Ala., shows an 


Savings 
Company, 
advance in earned surplus from %600,- 
000 to 3650,000, and $85,553.65 of 
undivided profits. As the company has 
#500.000 capital, it will be seen that its 
position is exceptionally strong, the 
large surplus not only assuring a high 
degree of safety, but also affording 
an addition to capital equipment that 
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we have served continuously financial institutions in all parts of the 
South. 


WM. M. HILL, Vice-President 
JULIEN H. HILL, Cashier 


makes it possible fer the company to 
extend adequate facilities to its pa- 
trons. 

A condensation of the statement re- 


ferred to is herewith reproduced. 


CONDENSED STATEMENT OF THE 
BIRMINGHAM TRUST AND SAV- 
INGS CO., DECEMBER 1, 1914 
ASSETS 
Loans and discounts 

Demand leans 
Overdratts 

Real estate, furn. and 
Stocks and bonds 
Due from banks and bankers... 
Cash in vault 


$1.535,657.21 
331,386.65 
3,766.97 

337 420.87 
194,648.30 
775,130.37 
SSAAGSAS 


$6,732,475.85 


fixtures 


$6,732,175.85 

LIABILITIES 
$500,000.09 
650,000.00 
$5.553.65 
273,500.00 
201,500.00 
610,831.54 
1.411,090.66 


Capital stock 

Surplus (earned) 
Undivided profits 

Notes and bills sold 

Bills payable 

Due to banks and bankers 
Individual deposits. . 


$6,732 475.85 











Agencies 


Write our Trust Department when- 
ever the service of a reliable and 
efficient agent can save you risk, 
time and money in St. Louis, the 


south or the west. 


Mississippi Valley Trust Co. 


ST TOUIS 





Capital, Surplus and Profits over 


$8,000,000 








Since its organization in 1887, the 
Birmingham Trust and Savings Com- 
pany has grown steadily and at a 
gratifying rate until the present large 
proportions have been reached, and as 
the statement abundantly shows, the 
strength of the institution has been 
carefully safeguarded and maintained. 

The Comipany’s officers and directors 
are men of wide experience in banking 
and general business, and are as given 
below: 


Officers: Arthur W. Smith, president; 
Tom O. Smith, vice-president; W. H. 
Manly. cashier; Benson Cain, assistant 
cashier; C. D. Cotten, assistant cash- 
ier; E. W. Finch, assistant cashier. 

Directors—Arthur W. Smith, presi- 
dent; Tom O. Smith, vice-president; 
T. H. Benners, of T’. H. Benners & 
Company, coal sales agents; Lee C. 
sradley, attorney-at-law; J. M. Cald- 
well, of Caldwell & Ward, bankers and 
brokers; S. L. Earle, of Earle Bros., 
wholesale grocers; William I. Grubb, 
United States District Judge; W. E. 
Henley, vice-president and treasurer 
L.ittle-Cahaba Coal Company; F. M. 
Jackson, president Perfection Mattress 
and Spring Company; F. H. Lathrop, 
president Lathrop-Hatton Lumber 
Company; R. S. Munger, vice-presi- 
dent Continental Gin Company; M. P. 
Northington, treasurer Doster-North- 
ington Drug Company; H. J. Porter, 
president Porter Clothing Company; 
James Spence, Tuscaloosa, Ala.; R. A. 
Terrell, president Bank of Alabama, 
Ensley, Ala.; William Woodward, pres- 


ident Hanover National Bank, New 


York. 


Douglas F. Conoley, a Tampa, 
Florida, real estate operator and bank- 
er, writes to the ‘““Manufacturers Rec- 


ord,” Baltimore: 


“As to Florida, she has to-day the 
greatest opportunity in her history, 
because the American contingent who 
have been passing the winter months 
in Europe, spending $200,000,000 an- 
nually in foreign countries, will want 
to go somewhere this winter, and the 
large majority will visit Florida, rather 
than go to California, because of the 
closeness of their interests and the fur- 
ther fact that not only is the climate 
better. but the accommodations here 
are as good as in California. ‘To these 
people Florida will be new, and when 
they see that they have heretofore over- 
looked not only a better climate than 
they found eisewhere, but greater op- 
portunities for profitable investments, 
they will, in my opinion, become in- 
vestors, and they are prepared to pay 
cash if they are pleased with the of- 
fering; and the great opportunities of 
Florida, when compared with the pres- 
ent stock and bond market, will be so 
much more desirable and inviting an in- 
vestment they will be freely drawing 
checks while here, and the most of 
them will return here next year instead 
of going to Europe, even if that coun- 
try is then at peace, which is exceed- 
ingly doubtful, because none but the 
sordid will want to go and see the 
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surplus and Profits - $1,945,000.00 


ACCOUNTS SOLICITED 


| 
Deposits, $33,000,000.00 
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ruin and desolation which has been 


brought about.” 


The 
Arthur. 


Merchants State Bank, Port 
Texas, new two-story 
building, erected at a cost of about 
$50,000. Besides room for adequate 
banking space, the building has rooms 
for four stores, and the second 4oor 
will be occupied by offices. 


has a 


J. L. Griffin, paying teller of the 
Exchange National Bank of Montgom- 
ery, was recently appointed Alabama 
State Bank Examiner, succeeding C. 
F.. Beyd, resigned. 


On November 28 the American 
National Bank. Pensacola, Florida, re- 
sumed business. 


The Alamo National Bank of San 
Antonio, Texas, now has a modern 
eight-story building, having added 
three stories to the former structure 
which was recently moved back some 
seventeen feet in the course of street 
widening. 

J. N. Brown, president of the Alamo 
National Bank, organized the First 
National Bank of Brenham, Tex., in 
1878 and continued in the banking 
business there until he went to San 
Antonio in the fall of 1890. He or- 
ganized the Alamo National Bank in 
1891 and the bank opened for business 
in March of that year. The first of- 
ficers were Charles Hugo, president; 
Sol Halff, first vice-president, and J. 
N. Brown, cashier. 
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The original capitalization of #250,- 
000 was increased in 1907 to $500.000. 
The bank was conducted in the Kamp- 
mann building at Commerce and Navar- 
ro streets until 1903, when removal to 
the present quarters was accomplished. 

The Alamo National Bank recently 
was designated as a United States de- 
pository, receiving the appointment 
without solicitation on its part. 

The present officers of the bank are: 
J. N. Brown, president; Ernest Steves, 
vice-president; Otto Meerscheidt, cash- 
ier; Ernest L. Brown, assistant cashier. 


—On December 4 the Citizens and 
Southern Bank of Savannah, Ga., re- 
ported: Capital, $1,090,000; surplus 
and profits, #1,178,378; deposits, $7,- 
185.384; total resources, $10,164,595. 
All these items indicate safe progress 
under the management of President 
Mills B. Lane and his associates. 


—Some of the advice given by the 
bankers to farmers is evidently not 
relished by the latter, as may be in- 
ferred from the following statement 
attributed to W. D. Lewis, president 
of the Texas Farmers Union: 


“The banker in lending money is 
giving practical codperation to the 
farmer in holding his crop after it is 
harvested, and I want to suggest that 
the banker and the credit merchant ex- 
tend the same character of codperation 
to the farmer in producing the crop 
and then the problem of diversification 
is solved. Let the banker and the 
money lender announce that they wi!l 











CAPITAL 
$1,600,000.00 


W. E. WARD, Vice-President 


E. E. CRESWELL, Asst. Cashier 
A. E. CHRISTIAN, Asst. Cashier 


number of customers. 


tain adequate balances. 





Che Union National Bank 
Cleurland, O. 


G. A. COULTON, 


Since 1884 we have responded to the needs of a constantly increasing 
We aim to dispatch business promptly. Our 
facilities are offered to those who, appreciating good service, will main- 


SURPLUS AND PROFITS 
$1,000,000.00 
President 
W. C. SAUNDERS, Cashier 
IF. W. COOK, Asst. Cashier 
C. F. MEAD, Asst. Cashier 








lend as much money on corn, wheat, 
oats and other crops as they will ad- 
vance on cotton at the time of plant- 
ing and we will have an era of diversi- 
fication that will astonish all of us. In 
Texas, according to the most reliable 
data obtainable, at least two-thirds of 
the crop is mortgaged before it is 
planted and the farmer must take dic- 
tation from the banker and the mer- 
chant as to what he plants. There is 
little use to send lecturers to tell the 
farmer what to plant when he has no 
control over the crop. The banker 
and the merchant need lecturers sent 
to them as badly as the farmer and 
we think the lecture force should be 
divided equally between the city man 
and the farmer. We suggest it is un- 
fair for the banker to coerce the farm- 
er to diversify by the power of a loan. 
Let him agree to finance the diversi- 
fied crop while in process of produc- 
tion. It is codéperation, not dictation, 
the farmer needs. Agriculture is al- 
ready bedridden with free advice, and 
if the city man will come back to the 
soil and coéperate direct with the man 
who plows instead of basing his action 
upon typewritten reports of book 
farmers, we will understand each other 
better and the South will blossom like 
a rose.” 


—Surplus and profits of the Savan- 
nah Bank and Trust Company on De- 
cember 4 were $661,640, exceeding the 


capital, which is $630,000. Deposits 
on the date named were $2,110,694, 
and total resources, $4,016,284. 


—A most hopeful note is struck in 
the following, from a recent number 
of the “Manufacturers Record,’ Bal- 
timore: 


“Cotton is now beginning to move. 
Farmers are beginning to sell; foreign 
spinners and American spinners are 
beginning to buy; the financial situa- 
tion throughout the South is easing 
up, and men are once more turning 
their thought away from stagnation in 
trade to a determination to develop 
trade. Pessimism has given way to op- 
timism. The South has caught its sec- 
ond wind. It has been quickened by 
the cotton situation and the world- 
wide conditions brought on by war to 
livelier thought than for many years, 
and in every avenue of life, from the 
highest to the lowest, men are thinking 
more, and on broader lines, than for 
many years. Many of them are think- 
ing more than they have ever thought 
before. The whole mental activity of 
the South is being quickened, and out 
of this will come a vast amount of 
good. One of the results will be the 
larger development of diversified agri- 
culture in the cotton-growing States. 
One will be greater economy in the 
development of business interests. One 
will be the development of a general 
spirit of economy which will be of in- 
finite value to every interest in the 
South. This spirit will not lessen 
energy, but it will quicken energy. It 
will lessen waste and develop thrift. It 
will tremendously increase the South’s 
power to develop its own resources. It 


will stir farmers and merchants and 
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Miners Bank, Joplin, Mo. 


We cordially invite correspondence relative to opportunities and investments, the advan- 
tages of Joplin as a manufacturing point, etc. 


Capital, $100,000 Surplus, $100,000 Deposits, $950,000 


Accounts and collections also invited. 








bankers and manufacturers to doing 
many things for their own good which 
will lead to the broadest development 
of the South, as well as to their in- 
dividual prosperity. 

“There are many sections of the 
South which will be benefited by the 
high prices of foodstuffs brought on 
by the war. A very large proportion 
of the South does not raise cotton, but 
grains and livestock, and these sections, 
like the West, will be enriched by the 
higher prices for all their products. 
The Virginias, Maryland, Kentucky, 
Tennessee, Missouri, Louisiana and a 
very large portion of every Southern 
State will, like the West, share in the 
prosperity which is to come from high- 
er prices of grain due to Europe's 
enormous demand. Even under ordi- 
nary conditions the value of the diver- 
sified agricultural products of the 
South is more than twice as great as 
that of cotton, but cotton has so large- 
ly been the basis of credit in this sec- 
tion, as stocks and bonds have been in 
Wall Street, that people have talked 
in terms of cotton rather than in terms 
of diversified agriculture. 

“There are sections of the South 
which have not even felt the effect of 
the war. The peanut-growing region 
of Fastern Virginia, with its excep- 
tionally large production of hogs, is 
enjoying great prosperity. The tobac- 
co-growing regions of Virginia and 
Carolina, except for the general talk 
of war, would hardly have known that 
war existed, for tobacco is command- 
ing good prices and the tobacco facto- 
ries of these States are doing a big 
business. Tobacco growers of Mary- 
land and Kentucky, whose products 
are largely shipped abroad, have, of 
course, had to bear something of the 
kind of burden that the cotton 
have had, but this situation 


same 
growers 
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will of necessity lighten up in the near 
future and conditions will improve. 

“The “Manufacturers Record’ feels 
safe in making the assertion that the 
profit to the South as a result of these 
conditions will hereafter annually ex- 
ceed the loss on this vear’s cotton crop 
compared with what the South had ex- 
pected to get for its cotton. The 
quickening of the life and thought of 
the whole South, the determination of 
the cotton growers to raise their own 
foodstuffs to a larger extent than they 
have done since 1860, the mental stir 
and life which has been given to them, 
will all combine to produce wonderful 
results. Moreover, the South, shocked 
by the begging spirit temporarily de- 
veloped, largely through political ac- 
tivities, which made the South appear 
to the world as a beggar section asking 
alms for its cotton growers, has been 
stirred to indignation as never before. 
Its people have demanded that they 
shall not be posed before the world as 
beggars or as unable to meet every 
problem which faces them and work it 
out to their own salvation. 

“A five weeks’ swing around the 
circle, meeting every class of people in 
the South, from the banker and the 
merchant and the manufacturer to the 
farmer and the day laborer, has 
brought the deepest conviction that the 
temporary loss which the South has 
faced will ultimately prove one of the 
greatest blessings ever bestowed upon 
it, for out of this condition there will 
be developed a mental and a physical 
activity which will produce amazing re- 
sults in the advancement of the life 
of the South. 

“Let no one outside for a moment 
imagine that the South is in poverty 
or that the South will be halted in its 
material advancement. The South is 
not in poverty. It is amazingly well 
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off, and only temperarily has its finan- 
cial strength been tied up by reason 
of its inability to realize on one of the 
world’s best assets—a cotton crop that 
has for some years brought into this 
section a billion dollars or more a year. 
This cotton is now becoming, like the 
stocks and bonds of Wall Street, a 
tangible asset with which men are able 
to meet their obligations, giving to all 
the ramifications of business the in- 
spiration needed to stir and quicken 
business life. 

“Every business concern in this 
country that has been doing business 
in the South, or had expected to do 
business in that growing section, ought 
to recognize the situation and fully 
realize that the halting was but for a 
moment, and that out of this temporary 
crisis will come a greater, a more pro- 
gressive, a more energetic and a richer 
South. 

“Every man in the South ought to 
draw new inspiration from the pres- 
ent conditions and have a_ stronger 
faith in his own section and in the 
way in which it can meet every emer- 
gency. Every man in this section with 
quickened energy of mind and body 
should go forward with broader plans 
for the advancement of his own inter- 
ests. whether they be agricultural, com- 
mercial, financial or industrial. 

“The lesson taught by the effect of 
the war will be worth to the South 
many times its cost. No one for a 
moment need be disturbed by the fact 
that temporarily the lesson was a some- 
what drastic one. Every emergency 
met or every new crisis faced and 
conquered means a broader man and a 
broader country. The South has inet 
the crisis; it has met the responsibility 
of the hour, and it will move forward 
to mightier achievements than six 
months ago would have been deemed 
possible to expect for years to come. 
The voice of the awakening South is 
heard clear and distinct; Forward— 
March!” 


—The report of condition of the 
Federal Reserve Bank of Richmond on 
December 4 is specially interesting, as 
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showing the large amount of gold con- 
tributed by member banks. Also, the 
percentage of gold to other cash is 
very high, perhaps above that of any 
other Federal Reserve Bank except the 
one at San Francisco. Herewith is 
the Richmond statement of the date 
mentioned. 
ASSETS 

Cash on hand: 

Gold coin and certificates. . . .$8,121,190.50 

Legal tender, silver ctfs., ete. 223,849.45 


SETS TT ee TT TC $8,345,039.95 
405,430.93 
15,297.99 


Total 
Rediscounts 
ee 


$8,765,768.87 
LIABILITIES. 
Capital paid in...............$1,093,016.67 
Reserve deposits 7,343,449.55 
Fed. reserve notes in circulation 325,000.00 
All other liabilities............ 4,302.65 


Total 


yi ———perrerrrrrrrerr kT 
Gold reserve against all liabilities.. 109% 
Cash reserve against all liabilities 
after setting aside 40% gold re- 
serve for Federal Reserve Notes 
in circulation 


WESTERN STATES 


Chicago 


—George B. Caldwell, vice-presi- 
dent of the Continental and Commer- 
cial Trust and Savings Bank, and for- 
mer president of the Investment Bank- 
ers Association of America, has _ re- 
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The American National Bank 


Capital. . . 
Surplus and Undivided Profits. 
Total Resources ..... 


I. ISAAC IRWIN, Vice-Pres. 
C. L. WILLIAMS, Cashier 


ae A new building, the best equipment, an able and experi- 
j enced staff of officers and employes—these are some of the 

a % things that enable us togive excellent service to customers 
and correspondents. 
ment opportunities in this prosperous region and cordially in- 
vite correspondence in regard to them. 


SAN DIEGO, CAL. 

$200,000.00 
185,000.00 
- 2,264,000.00 


. . . + . . . . 


J. W. SEFTON, Jr., Pres. 
L. J. RICE, Asst. Cashier 
T. C. HAMMOND, Asst. Cashier 


We are thoroughly familiar with invest- 








signed his position to go to New York 
as president and general manager of 
the Sperry & Hutchinson Company 
and its affiliated corporations. 


It is expected that at the annual 
election of the Continental and Com- 
mercial National Bank, Arthur Rey- 
nolds, president of the Des Moines 
National Bank, will become associated 
in a prominent official capacity with 
that institution. 


James B. Forgan, president of the 
First National Bank, dean of the bank- 
ing profession in Chicago, and one of 
the best-known bankers of the United 
States, was honored recently by elec- 
tion as President of the Federal Ad- 
visory Council, which is the advisory 
body of the Federal Reserve Banking 
System. Mr. Forgan is also a Class A 
director of the Federal Reserve Bank 
of Chicago. 


co) 


St. Louis 


—The Boatmen’s Bank, the oldest 
in Missouri, is now established in its 
new home at Broadway and Olive 
street. Its main banking room is one 
hundred by seventy-five, while in the 
mezzanine are ample accommodations 
for the clerks, bookkeepers and stenog- 
raphers, and the basement contains the 
vaults and safe-deposit equipment. 

The Boatmen’s Bank was originated 

120 


February 16, 1847, from the idea of 
George K. Budd, who had come from 
Philadelphia. The bank had no capi- 
tal and was started by fifteen men 
who decided to share the profits pro 
rata between those who had deposited 
not less than $100 and allow the same 
to remain undisturbed during the 
twenty-year life of the charter. The 
bank was started as the Boatmen’s 
Saving Institution and was located at 
Olive and Main streets. The city then 
had a population of 55,000. Adam L. 
Mills was the bank’s first president. 

From this humble start the Boat- 
men’s Bank has grown steadily until 
to-day it is one of the strongest banks 
in the State and in the country. Its 
last statement showed a capital of $2,- 
000,000, all paid in, surplus earned 
$1,000,000, and undivided profits of 
£339,736. 

The bank’s officers are as follows: 
Edwards Whitaker, president; William 
H. Thomson, vice-president; Julius 
W. Reinholdt, vice-president; Ernest 
M. Hubbard, cashier; Edgar L. Tay- 
lor, assistant cashier; Clarence R. 
Laws, assistant cashier. 


-——A new arrangement of the bank- 
ing offices of the National Bank of 
Commerce has been made, affording 
much greater convenience and an im- 
proved appearance generally in the 
splendid quarters of this institution. 


—President Richard S. Hawes of 
the Missouri State Bankers Associa- 
tion, and vice-president of the Third 
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National Bank, and _ Breckinridge “There is no denying that we have 
Jones, president of the Mississippi developed a regulation mania that is 


Valley Trust Company, have been con- 
ducting a strong State-wide campaign 
for the appointment of a commission 
to revise the banking laws of the 
State. Meetings of bankers have been 
held in a number of cities and much 
enthusiasm favor of the 
movement. 


aroused in 


—F. 3B. Clare-Avery, assistant 
cashier of the Merchants-Laclede Na- 
tional Bank. is the new chairman of 
Group Five of the Missouri Bankers 
Association. 


& 


—The Millers and Traders State 
Bank has been organized at Minneap- 
olis, with $50,000 capital. Its officers 
are: President, Guy A. Thomas; vice- 
president, J. P. Snyder; cashier, O. L. 
Gulkro; assistant cashier, Alexander 
Rear. 


—“The Commercial West” of Min- 
neapolis thinks that paternalism is our 
greatest danger. It says: 

“Students of economics, and espe- 
cially those who are also practical 
business men, are more concerned about 
our drifting towards paternalism than 
about any other national tendency. This 
movement is shown by the increasing 
regulation of every sort of business, 
through Federal or State commissions, 
and the great multiplication of boards 
and commissions during the past dec- 
ade. 


becoming a menace to business initia- 
tive and industrial development. The 
multitude of restrictions being thrown 
around business activity first arouses 
hostility, then disgust and finally a 
disposition to quit the game and tell 
the legislative annoyers to ‘go hang.’ 

“Business is done on _ enthusiasm, 
expectation of some profit and great 
hopes for accomplishing big things in 
industry, commerce or finance. But 
some legislators seem to lie awake 
nights thinking up new ways to ‘take 
the joy and enthusiasm out of busi- 
We are in danger of forgetting 
what government is for. It was not 
established to construct a great ma- 
chine to be run at the expense of the 
people; it was not intended that it 
should go into all sorts of business en- 
terprises. much less smother business 
enthusiasm. The business of govern- 
ment, according to the political philos- 
ophy that has obtained in America 
since the days of the Pilgrim Fathers, 
is to establish and maintain justice and 
give every honest business a chance to 
develop. If the Government would 
keep in mind the political gospel of 
our forefathers. which was that the 
State should safeguard the rights of 
the individual to ‘life, liberty and the 
pursuit of happiness,’ it would avoid 
much meddling that smacks of Euro- 
pean paternalism.” 


5 
ness. 


—According to the “Oklahoma Ok- 
lahoman,” Oklahoma will reap her 
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share of the national harvest of bene- 
fit to be derived from Unele Sam's 
newest and greatest  invention—-the 
Federal Reserve Banking System. This 
paper SAVS: 

“The Federal Reserve Bank, the 
most tremendous institution of its kind 
the world ever saw, intended to pre- 
vent panies and inerease financial elas- 
ticity. undoubtedly will be of immense 
advantage to this State,” said M. L. 
Turner, president of the Western Na- 
tional Bank. 

“Indirectly, but certainly, neverthe- 
less, the doors of the United States 
Treasury will be opened for the dis- 
tressed cotton farmer of Oklahoma. 
The small but reliable country banks 
will borrow the money from the re- 
gional reserve center—and will pay 
just six per cent. interest for it. In 
turn, the little banker will be able to 
finanee the farmer. 

“While some persons were disap- 
pointed because the northern and east- 
err portion of Oklahoma. including 
Oklahoma City, went into the Kansas 
City district, it appears to me that it 
is very fortunate we were placed in 
that region instead of Dallas’. The 
reason is that surrounding Dallas is 
a great cotton district. The country 
bankers will all want money at once. 
As it is, the Oklahoma farmers want 
money at one time; at another time 
when the Missouri and Kansas farmers 
need it this same money can be fur- 
nished to them.” 

President Turner is personally ac- 
quainted with Secretary McAdoo and 
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with several members of the Federal 
Reserve Banking Board. He _ de- 
clared that a number of the men on 
the board could earn salaries amount- 
ing to ten times as much as they re- 
ceive from the Government had _ they 
remained in private business. 

“John Skelton Williams, for in- 
stanee, was president of the Seaboard 
Air Line,” he said. “His salary from 
the railroad was many times greater 
than that he will be paid by the Gov- 
ernment. This goes to show that the 
men in charge of the reserve system 
are working for the benefit of the 
nation, without thinking of  them- 


selves.” 


-—Bankers from Jackson, Hillsdale, 
Washtenaw, Lenawee and Monroe 
counties, met at Jackson, Mich., on 
November 18, and formed Group No. 
Nine of the Michigan Bankers’ Asso- 
ciation. to be known as the Jackson 
district. The following officers were 
elected: Chairman, Charles M. Spin- 
ning, Jackson; secretary-treasurer, W. 
L. Walz. Ann Arbor; committeemen, 
E. J. Foster, Grass Lake, Jackson 
county; William Wetmore, Jonesville, 
Hillsdale county: H. V. C. Hart, 
Adrian, Lenawee county; Oliver C. 
tose, Petersburg, Monroe county; 
Geo. A. Begole, Chelsea, Washtenaw 


county. 


—Group Four of the Michigan 
Bankers Association was organized at 
a meeting held at Big Rapids, Novem- 
ber 19. D. C. Morrill of that place 
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being elected chairman and H. Me- November 25, for the annual session 
Kinley of Grant, secretary and treas- cf Group One of the Kansas Bankers 
urer. Association. 


discussion of the new lederal Re- 

The Des Moines National Bank, serve Bank System occupied much of 

of which Arthur Reynolds, former the programme. P. W. Goebel, presi- 
president of the American Bankers As- dent of the Commercial National Bank, 
sociation, is president, has bought the Kansas City, Kas., spoke of the 
business of the German Savings Bank ‘“Tunctions and Benefits of the Ved- 
of Des Moines. eral Reserve Bank,” and Charles M. 
John A. Cavanagh, president of the Sawyer. Governor of the Kansas City 
German Savings Bank. becomes a Federal Reserve Bank and _ former 


heavy stockholder in the Des Moines Bank Commissioner of Kansas, spoke 
National and a vice-president of that of the “Relation of the State Banks to 
institution. Reserve District No. 10.” 

It is understood that Mr. Reynolds “The Federal Reserve Bank will not 
will go to Chicago te become vice- prove an immediate cure for all finan- 
president of the Continental and Com- cial troubles, but it will gradually 
mercial National Bank, of which his grow into its intended place as_ the 
brother. George M. Reynolds, is pres- big balance wheel of our national finan- 
ident. cial system,” Mr. Goebel said. “In 


this territory we usually find the banks 

More than 160 bankers from filled up with money during the win- 

northeastern Kansas towns and visit- ter time. when no crops or stock are 

ing bankers from Chicago and Kansas moving. Then with the first opening 

City, Mo.. were in Kansas City, Kas., of summer we find the money leaving 
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the banks. The Federal Reserve Bank 


will serve to keep the money of 
the country more evenly  distrib- 
uted, and under’ its’ manipula- 
tions we will not have a_ situa- 


tion of an abundance of money in the 
banks during the dull seasons and an 
outflow during the busy times, but will 
have a normal balance at all times.” 

Mr. Sawyer said: 

“The establishment of the Federal 
Reserve banks will, in my opinion, re- 
sult in creating a uniformity in the 
banking laws of the various States, and 
these new laws will be made to con- 
form in a large measure with the Fed- 
eral Reserve banking laws.” 


—-J. S, Aisthorpe. president of the 
Illinois State Bankers Association, has 
issued the following which should in- 
terest merchants and bankers in the 
Mississippi Valley: 

“The Central West seems only re- 
cently to have become conscious that 
as a producer of great staples it is 
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vitally concerned in world commerce, 
and that if its industries are to ade- 
quately afford employment for the in- 
creasing population which provides the 
valuable home market for commodities, 
its natural foreign markets must not 
be circumscribed by barriers which put 
the producers at an economic disad- 
vantage. 

“Whatever can be manufactured to 
advantage in the Mississippi Valley, 
particularly for Latin-America consump- 
tion, should have the benefit of direct 
trensportation and banking service in 
the foreign field. 

“Popular interest in the completion 
of the Panama Canal has obscured the 
fact that as to certain classes of com- 
modities and manufactured articles here- 
tofore supplied to either American sea- 
board in competition with the opposite 
transcontinental territory, the Missis- 
sippi Valley will in the future be at a 
disadvantage. 

“The handicap enforced in this re- 
spect cannot be overcome and new 
fields must be entered. This requires 
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concerted action and such Federal con- 
sideration as can be secured. 

“Any advantages of the Canal must 
be shared with other territory and 
other nations, both already better qual- 
ified through experience and connec- 
tions to render acceptable service to 
markets which should otherwise be the 
natural trade territory for the people 
of the Mississippi Valley. 

“Much of Latin-American trade is 
nearer our markets than any others, 
and the obvious conclusion is that the 
first objective should be in that di- 
rection, and that public as well as 
business consciousness must be aroused 
to all the elements necessary in ac- 
quiring special fitness and facilities for 
trade development requiring some 
years of constructive effort. 

“The fact of international interde- 
pendence is now approximately under- 
stood. Education for commercial ef- 
ficiency should begin in terms of 
world commerce, business should pro- 
ceed to effectively establish and pre- 
serve trade outlets and facilities, and 
bankers should lead in familiarizing 
their employees and the public with the 
details of exchange and credits. 

“Our agricultural interests are con- 
cerned in maintaining industrial activ- 
itv, and as both are the basis of bank- 
ing strength, the community of inter- 
est is intimate. In addition the prob- 
lem is national, requiring the support 
of statesmen with ability to appreciate 
the necessity for large and possibly re- 
lated units of production, marketing, 
transportation and finance. 

“Recently much has frequently been 
reiterated in a general way as to op- 
portunities in Latin America, what 
business concerns should do to enter 
the field and the need for banking 
facilities, qualified and willing to sup- 
port trade extension, but little popular 
knowledge has been acquired as to the 
apparent necessity for extended codper- 
ation in behalf of the Central West 
and the Mississippi Valley in the terri- 
tory naturally tributary to it, or the 
danger which lies in neglecting the 
present opportunity. 
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“If support is given largely to cre- 
ating additional trade routes and ex- 
change and credit facilities from the 
Atlantic seaboard, the Central West 
will later have greater difficulty in es- 
tablishing direct communication which 
will relieve it from being penalized to 
the extent of the eastbound freight 
charges and the loss in time as against 
shipments through gulf ports, the di- 
rect and logica] outlets for this terri- 
tory. 

“If the business and banking inter- 
ests will concentrate on this problem, 
it is believed a basis for immediate 
action can be devised which will be 
entirely adequate to meet every re- 
quirement and save the situation. 

“Investigation and developments 
since the Illinois Bankers Association 
authorized the appointment of a for- 
eign trade committee and suggested 
that other bankers associations in the 
Mississippi Valley appoint similar 
committees, appear not only to fully 
justify the more intimate study of the 
problem, but indicate the urgent neces- 
sity for action.” 


—When the People’s Bank of St. 
Paul opened its doors June 17, Kelsey 
S. Chase, president of the institution, 
predicted that deposits during the first 
six months would aggregate $600,000, 
and this figure was reached in less 
than five months. 

Deposits on the opening day, June 
17, amounted to $137,003.01, and on 
November 13 they passed the $600,000 
mark. At the close of business, No- 
vember 19, the figures had reached 
$660,319.65, and there is every indi- 
cation that the first year’s business 
of the institution will exceed the most 
optimistic anticipations. That is why 
the bank has adopted the slogan, “The 
fastest growing bank in St. Paul.” 


--The First National Bank of 
Owatonna, Minn., has a new building 
just completed at a cost of about 
$30,000. 


—Consolidated resources of 806 Iowa 
savings banks, 309 State banks and 
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nineteen trust companies on November 
t were *381,879.014—an increase of 
$5,1!1.330 compared with November 
13, 1913. Between the two dates 
there was an increase of forty-four in 
the number of banks. 


Michigan State banks and trust 
compenics show a loss of $8,186,097.75 
in aggregate business since report of 
September 12, 1914. . This statement 
appears in Bank Commissioner Doyle’s 
statement cf December 1. But inas- 
much as the total resources of these in- 
stitutions reach to the comfortable fig- 
ure of $420.965.185.70. the loss is not 


a serious Ollie, 


Hareld T. Sibley, formerly man- 
ager of the bond department of the 
Chicago Savings Bank and ‘Trust Com- 
pany. has been appointed manager of 
the bond department of the Interna- 
tional Trust Company of Denver. 


According to the report of State 
Bank Commissioner FE. E. Drach, there 
were in the State of Colorado on Oc- 
tober 31, State and savings banks to 
the number of 149, together with 
thirty-seven private banks and twenty 
trust companies, whose combined re- 
sources were $55,898.679.49—an_ in- 
crease of $1,575,639.89 since Septem- 
ber 12. 


To fill the vaeaney in the office 
of Bank Commissioner of the State of 
Kansas caused by the resignation of 
Clias. M. Sawyer to become Governor 
of the Federal Reserve Bank at Kan- 
sas City, the Governor of Kansas has 
appointed W. F. Benson, president of 
the Citizens Bank of El Dorado as 
State Bank Commissioner. 


Minnesota bankers will consider 
carefully the real or supposed advyan- 
tages in the Fedcral Reserve Act be- 
fore deciding in regard to entering the 
new system. The questions of re- 
serves. loans on real estate. examina- 
tions. and some other matters. will all 
have to be carefully studied before any 
general action is resolved upon by the 
State institutions. 


PACIFIC STATES 


W. W. Seruby, heretofore assist- 
at cashier of the Dexter Horton Trust 
and Savings Bank, Seattle, is now 
cashier and secretary, and R. H. Mac- 
Michael is assistant secretary, but con- 
tinues to hold the position of manager 
of the bond department of the Dexter 
Horton National Bank. 


Eh. R. Truax, formerly at the head 
of the credit department of the Ex- 
change National Bank, Spokane, and 
afterwards assistant secretary of the 
Spokane and Eastern Trust Company, 
is now assistant cashier of the Virst 
National Bank of Seattle. 


Opening of the Panama-Pacific 
Exposition on schedule time-—Febru- 
ary 20—-is announced. Already many 
of the exhibits are in place ready for 
the opening. While as a result of the 
war, exhibits from the Orient and from 
South America have been largely in- 
creased, a surprisingly large exhibit 
will be made from a number of Euro- 
pean countries, notwithstanding the 
war. 

The Exposition represents an invest- 
ment of $50,000,000. It occupies a 
natural amphitheatre extending for two 
and a half miles along the shores of 
San Francisco Bay just within the 
Golden Gate. 

Foy 
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CANADIAN NOTES 


Net profits of the Bank of Toron- 
to for the year ending November 30 
were $829,538.84, to be added to $807,- 
272.09 at the credit of profit and loss 
on November 30, 1913, making a total 
of $1,136,810.93. Four quarterly div- 
idends of two and three-quarters per 
cent. absorbed $550,000, and a_ bonus 
of one per cent., $50,000, making a 
total distribution of $600,000, or 
twelve per cent. Officers’ pension fund 
received $25,000; the patriotic fund 
5.000 (first installment of a subserip- 
tion of $25,000); the Red Cross So- 
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ciety, 42,000; Toronto General Hospi- 
tal, $2,000. An appropriation of #100,- 
000 was made to cover depreciation in 
stocks and bonds, leaving $402,810.23 
to be carried forward to next year. 

Total assets of the Bank of Toronto 
on the date named #61,929,- 
365.20. 


were 


James G. Cannon, formerly pres- 
ident of the Fourth National Bank of 
New York. and one of the well-known 
bankers of the United States, has 
been elected a director of the Guaran- 
tee Company of North America, suc- 
ceeding his brother, Henry W. Cannon, 
former president of the Chase National 
Bank of New York, who is resigning 
his various directorships. 


The 
SAYS: 
“W. W. Watson, widely and favorably 
known in Winnipeg, has arrived in To- 
ronto and has entered on the discharge 
of his new duties there at the head of- 
fice of the Bank of Nova Scotia. Mr. 
Watson has been connected with this 
bank for over a quarter of a century, 
chiefly in the Maritime Provinces and 
in Newfoundland. He went to Winni- 
peg as manager of the branch there. 
He left this position to become the 
manager of the Winnipeg Clearing- 
House, and was also interested private- 
ly in certain Winnipeg financial cor- 
porations. During the past few 
months he was closely identified with 
the work of the Red Cross Society at 
Winnipeg. He recently decided to re- 
turn to the service of the bank, and 
was offered a positicn of much respon- 
sibility at the head office in Toronto. 
W. A. Weir, formerly the manager of 
the Sterling Bank in this city, has as- 
sumed the position of manager of the 
Winnipeg Clcaring-House. Mr. Weir 
is also the secretary of the Western 
section of the Canadian Bankers Asso- 
ciation.” 


“Vinanecial Post,” Toronto, 


Referring to the new president of 
the Imperial Bank. the “Financial 
Post” of November 28 says: 


“Senator Jaffray was, on the 25th 
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inst., elected by the directors of the 
Imperial Bank president of that insti- 
tution, in succession to the late Colonel 
D. R. Wilkie. Mr. Edward Hay, for- 
merly assistant general manager, was 
appointed to the position of general 


manager, and Mr. W. Moffatt, from 
the position of chief inspector, has 


been promoted to be assistant general 
manager. 

“These appointments will, no doubt, 
meet with the satisfaction of the share- 
holders, inasmuch as a conservative pol- 
icv, carried out so much to their advan- 
tage by the late Colonel Wilkie, will 
be continued under the 
ment. 

“Senator Jaffray, the new president, 
is one of the best known men in finan- 
cial circles in Canada. In addition to 
being on the directorate of the Canada 
Foundry Company, Canada Life <As- 
surance Company, Canadian General 
Electric, Central Canada Loan and 
Savings Company, Dominion Securities 
Corporation, General Accident Insur- 
ance Company. Nova Scotia and Coal 
Company, and the Toronto General 
Trusts Corporation, he is president of 
the Globe Printing Company.” 


-——The Bank of British North 
America has a new branch at Prince 
George, B. C., with J. Munro manager. 
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Perfectly Satisfied 


LARGE, slouchy colored man 
went shuffling down the road 


whistling like a lark. His clothes were 
ragged and his shoes were out at the 
toes and heels, and he appeared to be 
in the depths of poverty for all his 
mirth. 

As he passed a_prosperous-looking 
house a man stepped from the doorway 
and hailed him. “Hey, Jim! I got a 
job for vou. Do you want to make a 
quarter?” 

“No, sah,” said the ragged one. “I 
dune quarter.” —E verybod y’s 
Magazine. 
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Get Ready For Summer 
Library of Natural History 


By RICHARD LYDEKKER, B. A., F. R.S., F. Z. S. 


Will Help You To Do It 


The Library of Natural 
History 





will give every member of the 
family many hours of keen en- 
joyment at the winter fireside 
in reading which will prepare 
them for summer hours afield, 
opening their eyes to the de- 
lightful secrets of Dame Nature. 


It is the only recent work cover- 
ing the whole range of Natural 
History, and is 


Introduced by 
Ernest Thompson Seton 


who says of it: “It is easily the 
best and most reliable in the 
field of popular Natural His- 
tory.” 


Special Features 


72 Full-page lithographed color 
plates. 

3,000 Other Illustrations. 

Plate paper. 

Handsome, strong binding. 

Clear type. 

Perfect Letterpress. 

It Cost More than a Quarter of 
a Million Dollars. 

No Library Can be Complete 
Without It. 








USE BLANK BELOW IN ORDERING 








The Saalfield Publishing Co., Akron, Ohio: 

Please send me, charges prepaid, one set of THE LIBRARY OF NATURAL HISTORY in 
the style I have checked, for 5 days’ free examination. If not satisfactory, I will notify you 
within 5 days. and hold the set subject to your order. 

Six Volume Edition, cloth bound, $25.00 $5 down and $2.50 monthly. 

Six Volume Edition, half morocco, $31.00 $6 down and $2.50 monthly. 

Twelve Volume Edition, buckram, $39.00 $6 down and $3.00 monthly. 

Twelve Volume Edition, % morocco, $48.00 $6 down and $3.00 monthly. 
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